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FINANCE, BANKING

Fund-Raising for Three Gorges Project

93CE0478A Beijing INRONG SHIBAO in Chmese
13 Apr93p 1

[Article by staff reporters Song Fuliang and Cheng Lifu:
“How To Raise the Huge Investment Funds for ‘the
Three Gorges Project?—The Three Gorges Construction
Bank Claims That There Are Guaranteed Sources, as
Funds Can Be Raised Through Frve Channels”]

[Text] The Three Gorges PrOJect is the largest construc-
tion projéct ever undertaken in China since the founding
of the PRC. At present, the static investment is planned
to amount to 57 billion yuan (calculated on the basis of
1990 prices). The early-phase preparatory work is now
proceeding in an accelerated manner. The Three Gorges
Project is a focus of national attention, and the issue of
funds needed by the Three Gorges Project is arousing
even more attention. How economically ‘capable is the
nation of bearing the burden resulting from such a huge
investment? Where would thé construction funds come
from? What channels does the state plan to use. for
raising the funds? With those questions.in mind, on 9
April, these two reporters interviewed Xu Xiangshen,
director of the Speécial Three Gorges Project Branch of
the Construction Bank, who is responsible for raising
and managing the funds for the project.

Director Xu was rather talkatrve, and conﬁdently told
the reporters: There are guaranteed sources of construc-
tion funds for the Three Gorges Project. We haye ade-
quate financial capabilities to bear the burden involved.
Since the establishment of the Three Gorges Branch of
the Construction Bank, we and the General Corporation
of Development of the Three Gorges Project—which
will shoulder the main responsibility for completing the
project—have jointly studied plans of fund raising, and
analyzed the static investment in the amount of 57
billion yuan and the related dynamic changes. We
believe that as the Three Gorges Project is China’s own
construction project, fund raising should be mainly
based on domestic sources. In view of the state of
development of the national economy and the overall
capabilities of China, if only we can generate enthusiasm
on the part of all social sectors, formulate practical policy
measures, and give full play to the overall strengths and
capacities of the financial institutions, we are entirely
capable of, and have all the necéssary conditions for,
providing the funds necessary to the completion of the
project. There are five domestic fund—rarsmg channels in
China: .

1. Establish the Three Gorges Project.construction fund
which will be the main channel used for raising funds for
the Three Gorges Project. The operation of this fund
includes the following aspects:

First, since the beglnmng 0f 1992, the price of 1 krlowatt-
hour of electricity is 0.3 cents higher than previously; the
funds thus generated are to be used specifically as funds
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for the Three Gorges Project. We can calculate the
impact of this price rise. In 1992, 747 billion kilowatt-
hours of electrlcny was generated nationwide. However,
the price rise would not be applied, for the time being, to
the use of electricity for agricultural irrigation purposes
in the poverty-stricken regions under the state’s poverty-
alleviation policies, to the self-contained electricity grids
built and managed by counties or sub-county areas with
their own funds, or to the Autonomous Region of Tibet.

Even so, each year, we can still raise 1.5 billion ynan
through this rise in electricity price. In terms of dynamic
changes, the installed electricity-generating capacrty of
China increases by 10 million kilowatt-hours each year.

Installed capacity increased by 12,23 million kilowatt-
hours last year, and is expected to increase by 11.4
million kilowatt-hours this year. Thus, on average,
around 2 bl]lron yuan in constructlon funds can be raised
each year.’ L

Second, the giving back of the proﬁts of the Gezhouba
Power Plant handed over to the fiscal authorities. In
addltron, from 1993 onwards, the price of electricity
generated by the Gezhouba Power Plant will increase by
1 cent each year over the preceding year, and will
increase by 8 cents in 1986 In this way, 700 mrllron yuan
can be rarsed

Thrrd dunng the perlod of constructron revenues
resultmg from the electricity generated by the Three
Gorges Power Station will all be used as funds for the
Three Gorges Project. From the ninth through the eigh-
teenth year, with the operation of the first generating set
and with the other generating sets being put into opera-
tion successively, the power station can be expected to
generate a total of 430 billion kilowatt-hours of elec-
tricity, resulting in 40 billion yuan in revenue. This will
be the fund’s main source of funds, and will account for
30.8 percent of the' total amount of funds and 93.5
percent of the amount of debt repaid.

2. Funds specifically appropnated by the state. Each year
the state fiscal authorities will appropriate 200 million
yuan for the transfer of the populatlon of the reservoir
area, the construction of irrigation facilities, flood pre-
vention, and the draining of flood water.

3. While giving play to the Construction Bank’s role as
the agency in charge (the Construction Bank issues loans
totalling 1 billion yuan each year), give play to the
integrated finance-related strengths and capacities of the
specrahzed banks, commercial banks and nonbank
financial institutions. Promote solldanty and coordina-
tion. Arrange syndicate loans, so as to-secure long- and
medium-term loans for the Three Gorges Project.

4, If necessary, issue Three Gorges Pro_|ect shares and
cornistruction bonds to social organizations and individ-
uals at ‘home in a planned step-by-step manner.

5 Domestlc contnbutrons

Xu Xiangshen then changed hlS subject and sard The
Three Gorges Pro_;ect has’ attracted worldwide attention,
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and has great significance. Surely, we do not rule out the
use of foreign investment. We are actively seeking loans
from foreign governments as well as from overseas
banking and financial groups; we are issuing Type B
shares and bonds to overseas buyers, and securing over-
seas contributions, etc. Nevertheless, those overseas
funds would only account for less than 10 percent of the
total sum of funds for the project; over 90 percent of the
funds will be raised by us through the five major chan-
nels. From the confident smile on Xu Xiangshen’s hand-
some face, the reporters saw good prospects for the Three
Gorges Project.

FOREIGN TRADE, INVESTMENT

Increased Anti-Dumping Cases Reasons, Solutions

93CE0429B Beijing GUOJI JINGMAO XIAOXI
[INTERNATIONAL TRADE NEWS] in Chinese
13Mar93p 3

[Article by Ji Tao: “Measures for Dealing With Interna-
tional Anti-Dumping Tidal Waves™]

[Text] Just after New Year, there came two pieces of bad
news about the international market. On 27 January, the
U.S. Commerce Department announced the imposition
of punitive customs duties on steel products imported
from nineteen countries including the United Kingdom,
France, Japan, and China. The duties will range from 1
percent to 109 percent, with an average of 27 percent,
and will involve imported steel worth around US$3
billion each year. On January 29, the Japanese Govern-
ment announced the imposition of anti-dumping duties
of 4.5-27.2 percent on silicon-manganese-iron alloy pro-
duced in China, beginning 3 February 1993. All this has
ushered in the 1993 international anti-dumping tidal
waves.

Since the beginning of the 1990’s, with the continual
expansion of Chinese export and with the development
of trade protectionism in the world, the number of
anti-dumping cases against China has markedly
increased. In 1991, cases were filed with regard to the
investigation on as many as 22 Chinese products. For-
eign countries’s rulings on anti-dumping cases against
Chinese products resulted in the imposition of anti-
dumping duties on 12 products, the imposition of min-
imum prices for three products, and the exemption from
duties for five products. :

The imposition of anti-dumping duties affects Chinese
exports worth over US$500 million. Some products had
to be withdrawn from the markets of the importing
countries. Such a situation directly threatens China’s
export trade.

The causes of the international anti-dumping tidal waves
are multi-faceted. The first is the growth of trade protec-
tionism in the world. Since the beginning of the 1990’s,
the United States, Western Europe and Japan have, one
after another, come under sever economic recession,
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with unemployment rates remaining high. In 1992, the
average unemployment rate was over 7 percent for the
United States, around 7.5 percent for Germany, and
10.4 percent for France. The governments of these
countries adopted a series of import-restricting measures
in order to reduce unemployment. The second is the
rapid growth of China’s export. At the time when the
Western developed countries are mired in economic
recession, China has maintained a rather high rate of
growth, with export growing fast. In 1992, the total
volume of China’s import and export reached
US$165.63 billion, an increase of 22.1 percent over the
year before. Of that amount, export accounted for
US$85 billion, representing an increase of 18.3 percent
over the year before. The rapid growth of export led to a
rapid increase in the supply of goods, thereby further
lowering the prices for exports. For instance, in 1989
China’s silicon-manganese-iron alloy exported to Japan
had a share of 17 percent of the Japanese market, with a
price of around US$850 per ton. In 1991 its share of the
Japanese market rose to 39 percent, while the price for
the export fell to US$450 per ton, representing nearly an
one-half decrease. Thirdly, there are some problems in
the orientation of the export policies. Presently, the state
still maintains the contract system of foreign trade. The
governments of the provinces, municipalities, and
autonomous regions, the headquarters of specialized -
import and export corporations, and other foreign trade
enterprises would, as contracting units, conclude con-
tracts with the state on the three targets of total volume
of trade, the amount of foreign exchange obtained from
export, and the amount of foreign exchange to be handed
over to the center. Under this system, in order to reach
those targets, the localities and enterprises cannot but try
every means to expand export, and would thus compete
in lowering export prices. As a result, the sense of the
interests of the nation as a whole has been weakened. As
the above-mentioned three targets are inflexible, the
foreign exchange target can thus only be reached through
increasing the quantity of export after the prices have
been lowered. The increase in supply in turn leads to the
further fall of export prices, resulting in a vicious cycle.
The retention of foreign exchanges then further enhances
the tendencies to disregard cost and cost-effectiveness,
while paying attention to the generating of foreign
exchanges only. Surely, while improving the competi-
tiveness of exports, the recent two rounds of large
adjustment of exchange rates also, objectively, gave
further momentum to the falling of prices, thereby
handing to others materials for justifying dumping
charges. The fourth is the over-concentration of market.
For example, silicon-manganese-iron alloy is mainly
exported to Japan, and has a strong dependence on
export market. Undiversified market and large supplies
inevitably result in prices being too low, leading to
charges of dumping. Especially, when the importing
country is in an economic slump, with market demand
reduced, there would be no room for maneuvering, and
export would also be greatly reduced. The fifth is the lack
of business strategies on the part of enterprises. Enter-
prises are economic entities, and their purpose is to
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achieve economic efficiency under the precondition of
safeguarding the interest of the state and society. Regret-
tably, in efforts to generate foreign exchanges, some
enterprises consider neither the overall national interest
nor economic efficiency, with the entire focus being
placed on dumping at low prices. Generally speaking, the
purpose of the low-price strategy as a way of getting into
the market and conducting competition is to expand
market share while improving economic efficiency. The
tactic for using the strategy should first be low and then
high, and the price levels should be flexible and deter-
mined according to market demand. The all-out
dumping at low prices without considerating tactics will
often incur retaliations from the importing countries.

China will return to the GATT this year. With the
lowering of tariffs and with reduction in the number of
licenses, there will inevitably come a short period of
“import shock,” resulting in an unfavorable balance of
international payments. Therefore it is necessary to
expand export in an effort to balance import with export,
ensuring equilibrium with regard to balance of interna-
tional payments. At present, it is necessary to look for
solutions to the anti-dumping problem by putting for-
ward effective measures.

Dumping refers to selling goods on the market at prices
below the market prices or below cost. Dumping caused
by just lowering the prices for goods is in the category of
goods dumping, a conduct of enterprises. Dumping
caused by exchange rate adjustments is in the category of
foreign exchange dumping, a government conduct which
is part of government policy for encouraging export.
There are basically three types of goods dumping. The
first is sporadic dumping. This usually occurs when
enterprises sell some goods at low prices for clearance
purposes, and would last a short time. The second is
intermittent dumping. Enterprises would first sell goods
at low prices in order to get into or occupy the market,
and then raise prices. This is a marketing strategy often
used in business operations of enterprises. The third is
chronic dumping. This usually occurs when the govern-
ment adopts a policy of low price and high exchange rate,
resulting in overly low prices for factors of production
which would in turn result in overly low prices for goods.
China’s goods dumping is mainly in the category of
chronic dumping. As China has long been following a
policy of low price and low income, and as, in addition,
the exchange rates have been raised in the recent years,
the prices for such factors of production as means of
production and labor have always been on the low side.
The prices of resource-based goods for export and labor-
intensive goods for export are not only lower than those
of developed countries, but lower than even those of
developing countries. This is the main factor contrib-
uting to the strong competitiveness of China’s exports.

However, goods dumping cannot be used completely at
will. Intermittent dumping and chronic dumping in
particular are affected by international market demand.
In general, the precondition for dumping is the existence
of full elasticity in international market demand. That is,
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the change rate of international market demand has to be
higher than the change rate of prices, in order to ensure
that a slight fall in prices can lead to large increases in
export. On the other hand, when the elasticity in inter-
national market demand is small or nonexistent, low-
ering prices of goods will not only fail to increase, but
reduce, export revenues. Therefore, low-rice dumping is
not applicable to all goods. It is necessary to formulate
different price strategies for different goods.

Both the government and enterprises should give suffi-
cient attention to the international anti-dumping tidal
waves. Otherwise, with China’s return to the GATT,
even more countries will invoke the anti-dumping
clauses of Article 6 and the clauses on emergency mea-
sures against certain products in Article 19 of the GATT,
and impose anti-dumping duties on China. Thus, first,
the government’s mechanisms for the regulation and
control of export should change into efficiency-oriented.
In the past dozen years of reform, in order to import the
machinery, equipments and technology necessary for the
development of the national economy, a quantity-based
model for accumulating foreign exchanges has been
used. That is, foreign exchanges are accumulated
through low-price dumping. This practice was necessary
in the takeoff stage of economic development. To accu-
mulate foreign exchanges, Japan also stirred up an
export tidal wave of “dollar shirts” in the 1950’s. How-
ever, after a dozen years of development, China has
acquired substantial export capabilities. In 1992,
China’s volume of export was the eleventh largest in the
world, and China had over US$20 billion in its foreign
exchange reserves. The “import bottleneck™ has been
loosened. China should change its model for foreign
exchange accumulation into an efficiency-oriented one
in order to meet the needs of the times, exporting
products with high rates of value addition instead of
those with low rates of value addition or those sold below
cost. While maintaining relative stability in exchange
rates, the state should maintain the necessary tightness in
the regulation and control over exports. It should change
the regulation and control methods from those based on
such administrative means as export quota and export
price restrictions into mainly based on economic means.
It should be market- and efficiency-oriented, and grad-
ually abolish the foreign exchange contract system. The
localities should maintain, by themselves, a balanced
situation regarding foreign exchanges. Enterprises
should be responsible for their own profits and losses.
With regard to foreign exchange retention, it is necessary
to set an average cost level for generating foreign
exchange through exporting. When costs are above the
set level, enterprises would retain no foreign exchange.
When costs are below the set level, enterprises could
increase their retention in terms of share of the total.

Second, export production should be the intensive type.
An advantage of modern production is the efficiency of
scale production. Export enterprises must have such
characteristics as large volume, low cost, and high effi-
ciency. Some some small enterprises are currently high




‘ S . '.EcoNoM[c'_" .

in cost but low in output, but they should not try to
expand export by using illegitimate methods to crowd
out large- and medium-sized state enterprises. The state
should adopt some measures to assist large- and
medium-sized enterprises in such capital--and technol-
ogy-intensive sectors as metallurgical and chemical
industries in their export efforts, in order to. ensure
product quality, price stability, and export growth.

Third, form export groups. Forming export groups refers
to coordinating enterprises producing the same products
through the use of restraints of some form, so as to
ensure the stability in the production and price of goods
for export, thereby safeguarding the overall interests of
the nation and enterprises. At present, the export asso-
ciations for some major products are playing a positive
role in this regard. But export associations do not have
administrative regulatory competence, and also lack
effective economic means for regulating. Therefore, all
the export enterprises in ‘a sector can form a loose
organization—export group, with export associations as
the leaders and with large- and medium-sized state
enterprises as the backbones. Such export groups are not
enterprise groups. They would only be concerned with
the export policies of a given sector, but would not
involve any supervisor-subordinate relations or
domestic marketing. The method is to set a relatively
stable, uniform export price. Some funds, either gathered
by enterprises or allocated by the state, would serve as
stabilization funds. When international market demand
rises above the level required by the uniform export
price, the funds can be used to expand domestic produc-
tion so as to increase export. When international market
demand falls below the level required by the uniform
export price, the funds can be used to purchase surplus
products at home, so as to protect domestic production.

The fourth is market diversification.. Currently, Hong
Kong, Macao, Japan, the United States and the- Euro-
pean Community are the main markets for China.-The
export market for a product tends to be concentrated.
For instance, Japan is the main market for silicon-
manganese-iron alloy exports.- Having- undiversified,
concentrated market is a situation prone to be affected
by the economic disturbances of the importing countries.
At the same time, having undiversified market results in
occupying a disadvantageous position in competition.
Therefore, it is necessary to pay attentionto,exploring
new export market to achieve market diversification.

The fifth is to upgrade products. Generating foreign
exchanges through exporting is affected by two factors.
One is the quantity of export, and the other is the price
and grade of the goods for export. At present, our
exports, especially those labor-intensive ones, aré mostly
of low grade. In the case of shoe exports, the average
price is US$17.50 for a pair of Spanish shoes, but only
US$2.50 for a pair of our shoes. Thus, when the inputs of
factors of production aré similar, the foreign exchange
generating rate of Chinese shoes would be only one-
seventh of that of Spanish shoes. China must export
seven times as many shoes as the Spanish do in order to
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earn the same amount of foreign exchange. More impor-
tantly, low-price export is prone to incur retaliations
from the importing-countries. Therefore, the most effec-
tive, practical strategy Chinese enterprises can have for
dealing with anti-dumping problems is to upgrade prod-
ucts. - :

The sixth is to use business strategies. The market
changes, and.business also changes. Change is a perma-
nent feature of both the market and business. In general,
when' a.product is in the early stage of entering the
market, it is correct to adopt a low-price strategy so as to
expand market share. But, when, with the increase of
market share, a market share of 30-40 percent is
achieved, and when the capacity to affect supply and
demand and dictate price has been achieved, it is neces-
sary to control the quantity of export at appropriate
times, so as to raise prices through reducing supply.
Gradually accomplish the transformation from
expanding market share to improving efficiency. Surely,
this would require coordination among the government,
chambers of commerce, and enterprises. But, this is
achievable. And this will also be a test for Chinese
entrepreneurs. : :

The state should now train a group of people who, after
the training, should have good foreign language founda-
tions and be conversant with international business and
international law. Those people can then carefully study
thie laws of the relevant importing countries and partic-
ipate in the handling of relevant anti-dumping cases in
order to safeguard the interests of Chinese enterprises
with legal means.

POPULATION

Measures -

Jiangxi Gﬁvérnp’r on Concrete Birth Control

93CE0488B Beijing ZHONGGUO RENKOU BAO
in Chinese’'14 Apr 93p1 .- - L :

[Article by Jiangxi Governor Wu Guanzheng (0702 1351
2973): “Party and Government Leaders Must Personally
Grasp One Up_ and One Down in Pursuit of the Com-
fortable Life”] o R

[Excerpt] [Passage omitted] In the past two years, the
family planning rate has gone up by 27.23 percentage
points and the birilirate has fallen by 5.06 births per
thousand, giving birth to 280,000 fewer people.

1. The Principle Effort of Provincial Family Planning Is
Controlling the Excessively Fast Rural Population
Growth ~

Jiangxi is a province in which the rural economy makes
up a rather large share. The rural population makes up
more than 80 percent of the population of the province.
In 1990 the rural birthrate was 35.02 per thousand,
22.52 points per thousand higher than the urban, and the
countryside made up 84.8 percent of new births. Faced
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with this gnm situation, we deeply recogmze that the key
to the province’s famlly planning is in the countryside.
The difficulty is in' the countryside and the hope and
potential for lowering the provincial birthrate also are in
the countryside. If we do.not strictly control excessive
rural population growth, not only is there no way to
change the backward provincial family planning situa-
tion, but also it will seriously affect the realization of the
goal of a comfortable life. So, in April 1991, the provin-
cial party committee and the’ provmcral government
convened a meeting of local, city, and county party
secretaries from the entire province to conduct a special
study of the issue of enhancmg family planning -and
explicitly proposed the “crux” of relentlessly grasping
“one up and one down” (make the economy go up and
make the excessively fast population growth rate go
down) in pursuit of the comfortable life. At the same
time, they determined that the principle “task in
improving provincial family planning was strictly ‘con-
trolhng the excessively fast rural population growth, By
assigning rural party and government leaders personal
responsibility for family planning, the countryside’s
family planning becomes an important part of the
arrangement and disposition of the overall plan and the
two kinds of production (material production and pro-
duction of population) are grasped together. By consci-
entiously assigning planned parenthood duties at the
same time that agricultural production and rural eco-
nomic development duties are assigned, and examining
and assessing the situation in each rural locality, not only
must we look at the growth rate of agriculture and rural
economic development, we also must look at the decline
in the birthrate and the improvement in the planned
parenthood rate. Wot only must we look at increases in
the indices for the total volume of production, but we
also must look at changes in the per capita indices. Two
years of practical experience has indicated that the
results from this are good. In 1992 the rural birthrate had
fallen to 20.45 per thousand, falling 14.57 births per
thousand from 1990. This has played an important part
in promoting an obvious declme in the birthrate of the
entire province.

IL The Burden of Confrelllng Excessively Fast Popnla-
tion Increases Falls on the Shoulders of the Prsnclpal
Party and Govemment Leaders » :

Planned parenthood has broad involvement and is a
heavy and very difficult task. To improve the leadership
in this task, the provincial party committee and provin-
cial government have explicitly demanded that party
committees and governments at every level put this
essential state policy on their agendas. Party committees
and governments at every level must take total personal
responsibility and implement a linked system of party
and government leaders. In 1992 the provincial party
committee and provincial government decided to orga-
nize four secretaries and deputy secretaries, two standing
committee members, and one vice governor as liaisons
‘to’ the provincial family planning party committee for
localities and cities with large populations and great
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- difficulty in family planning with common responsibility

for the regions with which they are linked to improve the
responsibility system for administering family planning

-goals. The provincial party committee and the provincial

government have stipulated that none of the party or
government leaders who have not fulfilled the popula-

tion goal responsibilities assigned to them during their

terms will receive awards, top evaluations, and promo-
tions; and localities and units that have not fulfilled their
population control goals generally will not receive top
evaluations for participation in economic activities and
overall activities. We must seriously look into the
respon51b111ty of principal leaders and people concerned
for fraud in famlly planning efforts.

vIII The Key To Controlling Excessnvely Fast Rural
-Population Growth Is Striving To Increase the Family

Planning Rate

Jiangxi Province has had excessively fast rural popula-

.tion growth mainly because of the high multiple child
-rate and the low rate of family planning. So, the key to

improving rural family planning is for us to lower the
rate of multiple children and raise the family planning
rate.

The first thing is to extensively and thoroughly publicize
the Jiangxi Family Planning Regulations in the vast

countryside and put forth a great effort to encourage

each couple to produce only one child, strictly control
two births, and resolutely put an end to multiple births,
and curb early marriage and early childbearing.

‘The second thing is to distinguish' different situations

and direct by category. Based on the disparity among the
family planning efforts of various localities throughout
the province, we should divide the administration of
rural family planning into three categories and make
different demands of each. We should require that
regions where efforts are essentially rather good raise
their family planning rates to 90 percent or more in the
Eighth Five-Year Plan; regions in the second category in
the middle to raise their their rates to 85 percent or
more; and regions in the third category with efforts that

‘are essentlally rather lacking to raise their rates to 80

percent or more.

The third thing is to put forth a great effort to rectify

"child bearing and vigorously promote the childbearing

policy and make technical services reach the mark. Every
locality, with leadership organizations and leading

‘cadres taking charge, each level taking charge of that

level, in accordance with pohcy and regulations should
strictly put the situation in order by household, by
person, and by item. Each year based on the agrlcultural
seasons, they should plan and organize concentrated

spring, summer, fall, and winter publicity and technical

service activities. In 1992 the birth control rate for
women of marriage and chlldbeanng age reached 87.7
percent

The fourth’ thlng is to mclude famrly planning in the
overall plan and the overall allocation for rural activities
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to integrate famlly planning with agricultural production
and rural economic development; with socialist ideolog-
ical education; with the establishment of rural civilized
units, 01v1hzed villages, and civilized households; with
rural mother and child care and excellent child bearing;
and with development of support for the poor in old
areas.

IV. Conscientiously Improve the Fundamental Develop-
ment of Family Planning

To gradually accomplish the goal of transforming man-
agement after conception to management before concep-
tion and from passive crash management to taking the
initiative in regular management, while putting forth a
great effort to do a good job of handling crash concen-
trated technical service activities, we should enhance
fundamental grassroots development. '

First, we should conscientiously improve grassroots
famlly planning organizations at the townshlp and vil-
lage level. In socialist educational activities, it is neces-
sary that development of township and village grassroots
family planning organizations be part of the develop-
ment of rural grassroots organizations and come under
unified consideration and planning. In the establishment
of a service network, up to the end of last year, all
counties and districts throughout the province had estab-
lished family planning service centers, 82 percent of
townshlps and towns had established family planning
service places, and 42 percent of villages had oompleted
family planning service rooms.

Second, we should constantly improve family planning
organizations and contingents. Beginning with the trial
reform of county organizations in the last half of last
year, the provincial party committee and provincial
government exp11c1t1y stlpulated that the stability of
family planning organizations must be maintained. They
could only be strengthened, they could not be weakened.

Third, we should stress investment in family planning.
The provincial party committee and provincial govern-
ment have several times clearly proposed that while
treasuries at every level must increase their revenue, they
should gradually increase family planning expenditures.
In the Eighth Five-Year Plan, it should reach 2 yuan per
person. [passage omitted]

Editorial Stresses Planned Reproduction

93CE04884 Beijing ZHONGGUO RENKOU BAO
in Chinese 12 Apr 93 p 1

[Editorial: “Reproduction Definitely Cannot Be Allowed
To Go Unchecked”]

[Excerpt] [Passage omitted] To realize established pop-
ulation control norms, governments at every level still
must perform their macrocontrol functions -and every
locality and every unit throughout the country must
strictly implement the planned parenthood policy and
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accomplish the population plan. They all must conscien-
tiously carry out “grasping the two kinds of production
together,” that is if we are determined to improve the
economy, we must also be determined to further lower
the birthrate. This is the historical mission conferred on
us by the times.

Some people believe that “as the economy improves, the
population will naturally go down” and “China’s popu-
lation growth already is essentially under control, so
there is no use in expending a great deal more effort to
control it.” These beliefs and ways of thinking are
distorted and do not conform to China’s national situa-
tion. China’s national situation is different from that of
developed Western nations. If we wait for economic

~ development to cause a natural decline in the birthrate,

we could miss our chance and lose control of the popu-
lation, affecting economic development and harming the
normal development of population itself. Especially now
when family planning in the vast majority of China’s
rural localities still lacks a firm foundation, there still are
quite a few backward aspects. Although urban popula-
tion growth is under control, in the new situation it still
is rather difficult to consolidate and develop results. In
this grim population situation, if we want to truly carry
out family planning, we still must continue to put forth
arduous efforts. Only if we strengthen leadership, take
appropriate measures, and trust in and rely on the
masses, can we effectively control population growth
under rather depressed economic and educational cir-
cumstances. This is a reflection of the superiority and the
political advantage of China’s socialist system.

There also is the view that the reason that China must
carry out family planning is because in the past we had a
planned economy. Now with the establishment of the
socialist market economy system, the labor force will
enter the market and reproduction also can be regulated
by the market. This also is a confused belief.

Just as it was described above, China’s conducting
family planning is an objective requirement of China’s
socialist modernization and a necessary requirement
spurring on the coordination of population with the
development and good operation of the economy. Estab-
lishing the socialist market economy system is to make
the market under state macroeconomic control perform
the basic function of distributing resources. At the same
time, we should be aware that market adjustment is by
no means omnipotent. It also has its own weaknesses and
negative aspects. Even with the establishment of the
market economy system, the state still must formulate
the national economic and social development plan and
continue to strengthen and perfect macroeconomic con-
trol of economic and social development. This is espe-
cially true of population development, which is closely
connected with economic development. It still is an
indispensably important component of the state’s long-
term program and the nat10na1 economic development
plan. .
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So, all local party committees and governments must
continue to firmly administer the reproductive plan and
they definitely cannot let it go unchecked; even more,
they cannot let it be regulated by the market.

Problems of Urban Family Planning Work

93CE0488C Beijing ZHONGGUO RENKOU BAO
in Chinese 5 Apr 93 p 3

[Article by Shi Hailong (4258 3189 7893): “Correctly
‘View the New Problems Faced by Urban Family Plan-
ning in the New Situation”]

[Excerpts] [Passage omitted] Essentially, the establish-
ment of a socialist market economy system will inevi-
tably greatly accelerate the pace of reform and opening
up, greatly promote the further liberation and develop-
ment of the society’s productive forces, and accelerate
economic development and social progress, thereby
helping to raise the people’s living standards, helping to
change people’s concepts of marriage and child bearing,
helping to lower the birth rate and helping to improve
the quality of the population and the quality of families,
creating even more favorable conditions for doing a good
job of urban family planning. At the same time, we also
must look at the new situations and new problems that
urban family planning is facing in the new circum-
stances. [passage omitted]

Reform and opening up have caused the Chinese people
to be urbanized faster and urban family planning tasks
are becoming more burdensome every day. According to
statistics from the Fourth Census, in 1990 there were a
total of 456 cities and 9,321 towns throughout the
country, an increase of nearly 100 percent and 250
percent, respectively, over the 236 cities and 2,664 towns
in 1982. The national urban population in 1990 was
296.51 million, an increase of nearly 100 million in the
urban population in the eight years since 1982.
According to expert calculations, by the end of this
century the share of China’s urban population will reach
approximately 40 percent. After accelerating reform and
opening up and the establishment of the socialist market
economy system, the actual growth of the urban popula-
tion could be even higher than this proportion. The
acceleration of the urbanization of the population is an
inevitable trend. As far as family planning is concerned,
it actually is transferring some rural family planning to
the cities, and present urban family planning manage-
ment and organization will have difficulty adapting to
this task that is becoming more arduous every day.
[passage omitted]

Reform and opening up and the market economy make
the social structure and the labor make up and the
distribution of the people in the cities more complicated
every day, and migration and the mobility of the popu-
lation are becoming ever greater, thereby increasing the
difficulty of urban family planning. Presently, privately
run, joint venture, cooperative venture, and wholly for-
eign-owned enterprises and individual industrial and
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commercial households are numerous, and they are
rapidly increasing. The break up of enterprises and the
reorganization of enterprises and cities initiating devel-
opment have created in large groups of enterprises
excessive personnel, leading to constant increases in
dispersed households, registered, nonexistent house-
holds, nonpermanent households, and houscholds
without employment. Mobility of the population
between cities, between cities and the countryside, and
between districts within cities continues to increase. A
large number of peasants flood into the cities for employ-
ment and to engage in trade. And in special economic
zones, newly-formed cities,and economic development
zones, outside population taking up temporary residence
is gradually becoming the mainstay of urban population.
All these things cause a great deal of difficulty for
traditional urban family planning administration. [pas-
sage omitted]

With the development of the urban economy and cul-
ture, people’s standard of living and the quality of
families are improving, The broad masses are making
even higher demands on family planning and good child
rearing and good education, and urgently demand that
they be provided with contraception as well as the *“three
goods™: scientific knowledge, advanced and improved
technical services, and urban family planning services
which cannot presently satisfy the demands of the
masses. At the same time, there are quite a few deep-
rooted problems in urban family planning itself that
urgently await solution. [passage omitted]

The development of grassroots urban family planning
organizations and work forces cannot keep pace with the
demands of the developing situation. With the conver-
sion of enterprise operating mechanisms, the former
“vertical” administration of some enterprise family
planning is weakened, and urban grassroots have still not
been generally strengthened “horizontally.” Some urban -
family planning that formerly had “combined vertical
and horizontal” management systems and operating
mechanisms have not adapted, causing organizational
networks and administration of quite a few local and
enterprise family planning to weaken. [passage omitted]

China is a vast country and cities and enterprises are
very different in their scope, volume, dispersion, and
level of development and very uneven in their number of
people, quality, structure, and development, and in the
level of their family planning. In several cities with a
rather good foundation, family planning management
has attained a rather high level and the population has
been brought under effective control. But in some cities,
and some urban development regions, and combined
urban rural zones, the foundation for family planning
still is comparatively weak. Current family planning
policy is still not very well implemented. [passage
omitted] o
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GATT Effect on Animal, Vegetable Production

93CE0525A Beijing NONGMIN RIBAO in Chinese
2May93p3

[Article by Feng Xueping and Zhang Jivan: “Returning
to GATT and Animal, Plant Quarantine”]

[Text] After China’s return to GATT, many of our
trades, such as machinery and electronics industry, tex-
tile industry, enterprises engaged in foreign trade,
domestic tertiary industry, etc., will face challenges.
Naturally, as the primary industry, agriculture is no
exception. China is not only an export nation, but also an
import nation for agricultural products. As far as China,
a major agricultural nation, is concerned, animal and
plant quarantine is greatly significant in safeguarding the
stable development of the agricultural production and
moving agriculture toward the world market.

After China’s return to GATT, our tariff rates will be
generally lowered. When restrictions, such as customs
duties, on China are lifted, various countries will inevi-
tably launch attacks on China’s animal and plant quar-
antine, which restricts or prohibits the import of agricul-
tural products in order to help farming production enter
the Chinese market smoothly. Our domestic agricultural
department should develop high quality agricultural
products and green food, improve their competitiveness
on the international market and let Chinese farm pro-
duce march toward the world market. In overseeing farm
produce entering and leaving the Chinese market, the
animal and plant quarantine authorities undertake a
sacred task. In order to insure safe production in agri-
culture, forestry and fishery in China, and help China’s
high-quality agricultural, pastoral and aquatic products
enter the world market, the animal and plant quarantine
authorities will confront a new situation after China’s
return to GATT, and play an even greater role. In
accordance with the GATT provisions, the GATT legal
frame and the “Agreement on Trade Barriers of Tech-
nical Nature,” the animal and plant quarantine author-
ities may rationally adopt restrictive measures to protect
China’s domestic production in agriculture, forestry and
fishery so as to safeguard and promote the development
of its high-quality farm products. China’s re-entry into
GATT is conducive to solving some problems in our
economic development. At the same time, it also
imposes an even higher demand on our animal and plant
quarantine authorities. In order to keep pace with the
situation after China’s return to GATT, we should work
out a series of highly applicable and fairly simple sup-
portive measures, continue to standardize our quaran-
tine technology, strengthen our administration, raise our
work efficiency, and make contributions to China’s
reform and open policy and economic construction. In
promoting economic affairs and trading with foreign
countries, the animal and plant quarantine authorities
may bring into full play their role as follows:
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Help China’s agricultural products enter the huge world
market. As seen from the several rounds of talks before
GATT was signed, trade in farm produce is a grey,
forbidden zone. Although this situation is somewhat
alleviated, developed nations are still looking for ways to
push their farm produce to the foreign markets while
protecting their own domestic markets. They try to
prevent other nations from seizing their own markets
and guard against the spread of plant diseases and insect
pests. Using the protective measures in GATT’s excep-
tional provisions as an excuse, they often adopt and set
harsh technical standards, promulgate strict regulations
and establish a certification system for the multitude of
names for animal and plant quarantine. Therefore, in
addition to their own high quality, China’s farm prod-
ucts must rely on the technology and reputation of our
animal and plant quarantine authorities in breaking the
import restrictions imposed on us by other ‘countries in
order to enter the world market. Otherwise, it is impos-
sible to export China’s agricultural products. A typical
example is the export of Hami melons to Japan. With
close Sino-Japanese technical cooperation and the
proper certification procedure, the Japanese Govern-
ment lifted the ban on the import of Hami melons from
China. Thus, Hami melons can smoothly enter the
Japanese market. Right now, satisfactory results have
been attained in carrying out experiments in killing
bacteria with rice straw. Restrictions are expected to be
lifted soon so that exports to Japan will be made this
year. It is on the basis of the reputation of our quarantine
authorities that China is able to export animals of many
varieties to Japan and other nations. From this point, we
realize that we must rely on the fine quarantine tech-
nology to break the trade restrictions imposed on us by
foreign countries. According to incomplete statistics,
there are more than 2,500 nontariff restrictive measures
adopted by various nations in the world, indicating a
revival of trade protectionism in these countries. In
accordance with the EC’s plan in unifying the market,
various European countries will abolish border quaran-
tine, and carry out their work for animal and plant
quarantine in their own places of origin (countries).
Thus, the European Economic Community will help
various nations in standardizing their measures for
animal and plant quarantine, recognize the validity of
each other’s quarantine system and technology, and join
efforts to prevent insect pests. In order to avoid loop-
holes in carrying out animal and plant quarantine work
after unifying the EC market, the European Economic
Community will provide supervision over the quaran-
tine systems- in various member nations, and solve
problems as soon as they surface. However, for nations
that are not EC members, animal and plant quarantine
remains a requirement before farm products can be
imported. In addition, quarantine measures will be
strengthened. Otherwise, once contaminated animals or
plants enter any EC member nation, they can freely
circulate in the 12 EC nations. Currently, the European
Economic Community is discussing measures to fortify
their external border. Therefore, China’s animal and
plant quarantine authorities will face an even more grim
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sxtuatlon and play an unreplaceable and greater role i in
msunng the unrestramed export of our farm products.

Protect domestic agricultural production, and maintain
market stability for farm produce. Animal and plant
quarantine is aimed at preventing the spread of infec-
tious animal diseases, parasites, dangerous plant dis-
eases, insect pests, weeds, and other harmful bacteria
into China, safeguarding production in agriculture, for-
estry, animal husbandry and fishery and helping people
maintain their good health, and promoting economic
development with foreign countries. On the basis of the
principle laid down by GATT’s exceptional provisions,
we may work out a set of regulations and technical
standards for animal and plant quarantine so as to banor
restrict the import of -agricultural products from any
district where there is an epidemic. After analyzing the
harmfulness of the epidemic and under the condition
that it can be controlled by quarantine, we may-restric-
tively import farm products from the district ot nation
where the epidemic prevails; and achieve the goal of
preventmg the spread of diseases and promoting eco-
nomic development and trading in the world by techni-
cally coordinating with other nations in the world. Spe-
cific measures include the enactment of supportive
regulatlons as a supplement of the quarantine law, the
signing of bilateral agreements between one nation and
other or legal provisions on quarantine services, and the
implementation of two-way quarantine certification
system (recognition of quarantine services in places of
origin, permits for processing plants, shipping and
packing agreements, quarantine certificates and marks.)
We must strengthen the certification system among
various countries in the world and help our farm prod-
ucts become more competitive. After other countries
have lifted bans or restrictions on China’s agricultural
products, our animal and plant quarantme authorities
may make use of its own superiority in technology to
effectively inspect and handle our export farm products,
and issue valid quarantine certificates which are recog-
nized by other countries so that when our farm products
arrive at a foreign port, they will go through less circu-
lation, inspection and approval, and quarantine proce-
dures. Thus, unnecessary expenses for filing applications
for approval and charges for quarantine services can be
reduced, thus lowering the overall productlon costs and
helping increase market competitiveness of our farm
products The key in establishing the two-way certifica-
tion system lies in the close cooperatlon between govern-
ments, effective means of quarantme, and the good
reputauon and high standards in rendering quarantine
services.

Potentlal GATT Impact on Domestic Grain, Oll
Prices

93CE0525C Bezjzng NONGMIN RIBAO in Chmese
28 Apr 93p2

[Unattrlbuted article: “Rlse and Fall of Crop Farmmg—
Chma s Retum to GATT”]
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[Text] GATT’s lmpact on China’s market of agricultural
products varies on the basis of the relative value between
the world market price and the domestic market price of
different farm products and of the demand for imports
and exports. Generally speaking, farm products on the
international market would have a definite impact on
China’s domestic market after its return to GATT.
However, such an impact will be relatively small as
compared with that of China’s industry, particularly its
processing’ mdustry

No Effect on Domestic Rice Market and Price
Basically China is more than self-sufficient in rice. The

‘domestic price of rice is close to that on the international

market. It is obviously lower than the cost, insurance and
freight of imported rice and its price of imported rice for
domestic delivery. Right now, imported rice is exempted
from customs duties. The issue of tax reduction and
exemptlon is‘nonexistent. Meanwhile, a great portion of
China’s rice is for domestic consumptlon although
China produces rice in’ enormous quantity. The volume
of its rice imports and exports is not so large China
imports about 200 to 300 million jin of rice, while
exports about 700 to 800 jin of rice each year. Therefore,
after China’s re-entry into GATT, the international
market will become a .place in Wthh we readjust the
varieties of grain crops. Our return to GATT will not
have a large impact on the supply and demand for rice in
Chma

Possibly Lead to Certain Degree of Wheat Price Drop
in China

China’s wheat harvest is greatly affected by weather. The
output of grain crops varies each year, thus causing
wheat price to rise and fall at all times. However, the
domestic wheat price is higher than the price on the
international market. Therefore, if China returns to
GATT, more wheat on the world market will flow into
China, dealing blows at our domestic market and lim-
iting our domestic wheat price. For example the price of
1mported wheat for domestic delivery is 820 yuan per
ton in China between January and July in 1991. The
price of th1rd-grade white wheat on the grain wholesale
market in Zhengzhou, China, was 860 yuan per ton in
average during the same period, 40 yuan higher than that
of the 1mported wheat. If calculations are made on the

assumption that the wheat supply on the market be 32

billion kilograms, the total price drop on the domestic
wheat market caused by the import of foreign wheat
would be 1.28 billion yuan. (The factor of reduced tariff
rate is not taken into consideration.) The impact of the
price drop will be even greater if the high flouring rate of
U.S. wheat is factored in. After China’s return to GATT,

the price of imported wheat for domestic delivery will be
even lower due to reduced tariff rates; making domestic
wheat price even harder to come back.

Even Harder Blows to Domestic Edible Vegetable Oil

Even after paying 30 percent customs duties, the price of
1mported edible oil is- stlll much lower than that on the
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domestic market. In 1990, China imported about 4.6

billion jin of palm oil. Thls amount was reduced to -

approximately 3.4 billion jin in 1991. After China’s

re-entry into GATT, the department concerned esti-.

mates that the volume of imported edible oil will rise to
five to six billion jin. In addition to the imported

rapeseed oil, large amounts of imported palm oil will .

have a comparatlvely larger 1mpact on China’s domestic
edible oil market.

Potential GATT Impact on Agrlcultural Products,
Prices

93CE04954 Beijing ZHONGGUO NONGCUN JINGJT
JCHINA’S RURAL ECONOMY] in Chinese No 3,
20 Mar 93 pp 15-18, 14 :

[Article by Wang Fu (3769 6346), Yu Peiwei (0060 1014
0251), and Zhang Shumiao (1728 2885 8693) of the
State Pricing Bureau, Department of Agricultural Prices;
Han Jun (7281 0193), editor: “Affect on the Domestic
Agricultural Product Market and Prices of *Entry Into
GATT* and Some Policy Suggestions™]

[Text] China is now actively striving to have its seat as a

signatory to the General Administration on Tariffs and
Trade (GATT) restored as quickly as possible. GATT is
a multilateral trade agreement with certain binding force
subscribed to by a total of more than 100 countries
making up approximately 90 percent of world com-
modity trade. The purpose of the agreement is to create
a safe and predictable international trade environment
in commercial circles so that a multilateral trade system
can promote economic growth and development on a
worldwide scale. Restoring China’s seat in GATT will
inevitably link up ‘China’s domestic economy and the
international economy and the domestic market and the
foreign market more closely. For the production and
circulation of China’s agricultural products, this is an
opportunity and even more a challenge. On the one
hand, we can more fully utilize the international market
to regulate surpluses and deficiencies, to balance supply
and demand, and to optimize the structure. On the other
hand, the instability of the international market and the
rather strong competitiveness of some agricultural prod-
ucts on the international market also can have a fairly
great impact on the domestic market and increase the
difficulty of stable domestic agricultural product produc-
tion, markets; and prices. So, studying the affects that
the restoration of China’s seat in GATT can have on the
prices of China’s principal agricultural products and
their countermeasures has important practical srgmﬁ-
cance.

I. Comparison of Present 'International Prices and
Domestic Prices of Principal Agricultural Products -

(1) Rice. In recent years the price of rice on the interna-
tional market has fluctuated greatly. In the first half of
1992, the price of rice on Bangkok, Thailand’s rather
large world ‘market fluctuated between US$210 and
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US$230 a ton and maintained an average of approxi-
mately US$220. Calculated at a 1:6 exchange rate (the
following all are calculated at -a 1:6 exchange rate), in
renminbi it was 0.66 yuan a jin. China mainly imports
rice from Thailand. According to data supplied by cus-
toms, in 1991 the average cost, insurance, freight (c.i.f.)
price of imported rice was US$285 a ton, 0.855 yuan a
Jjin in renminbi. With a 0.3 percent bank finance fee, a 1
percent foreign trade service charge, a 0.3 percent cus-
toms service charge, a 0.15 percent commodity inspec-
tion fee, a 2.7 percent port construction fee (pier fee), for
a total of 4.45 percent, the domestic delivery price was
0.89 yuan a jin. In the first half of 1992, the c.i.f. price of
imported rice was US$334 a ton, 1.002 yuan a jin in
renminbi. With the same 4.45 percent in fees, the
domestic .delivery price was 1.05 yuan. In the same
period, China’s domestic market price for premium rice
remained between 0.6 yuan and 0.7 yuan, close to the
international market price, but clearly lower than the
domestic dehvery price of imported rice. Now the cus-
toms rate on rice is zero.

(2) Wheat. Wheat is one of China’s principal agn’cultural
product imports. According to customs statistics, in
1991 a total of approximately 24.7 billion jin was
imported at an average c.i.f. price of US$118 a ton,
0.354 yuan a jin in renminbi. With 4.45 percent fees
added, the domestic delivery price was 0.37 yuan a jin.
In 1992, because the United States, China’s principal
tradmg partner and the world’s main wheat producer
was attacked by drought and storms, reducing the wheat
yleld the unport prlce rose. From January through July,
the average c.i.f. prlce of imported wheat was US$130 a
ton, 0.39 yuan a jin in renmmbl With added fees, the
domestic delivery price was 0.41 yuan a jin. China’s
Zhengzhou Wholesale Cereals Market price for grade
three white wheat remained at approximately 0.43 yuan
in 1992, a little higher than the foreign trade delivery
price. Considering that the quality of the U.S. wheat is
better and the flour output rate is seven to eight per-
centage points higher than domestically produced wheat,
judging from the first half of 1992, the price of Chinese
wheat is on average approximately 0.04 yuan a jin, about
10 percent, -higher than the domestic delivery price of
imported wheat. But 1992 was a peculiar year. There was
a bumper harvest of domestic wheat and the price fell,
but the price on the international market rose because
the United States was hit with disaster. Under normal
circumstances, the price of domestic wheat would be
even hxgher compared to the price of 1mported wheat.

3) ;Edlble Vegetable Olls. Chma 1mports a large amount
of edible vegetable oil, or palm oil, from Malaysia. In
1991 the Malaysian market prlce was_approximately
US$336 a ton, 1.008 yuan a jin in renminbi. China’s c.i.f.
price was approx1mately US$472 a ton, 1.416 yuan a jin
in renminbi. With 30 percent tariff and 4.45 percent fees
added, China’s domestic delivery price was 1.90 yuan a
Jjin. Since 1992 world palm oil prices have risen some-
what and the Malaysian market price is approximately
US$394.80 a ton, 1.184 yuan a jin in renminbi. The
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price of palm oil on the European market is hrgher
approximately US$400 a ton, 1.2 yuana jinin. _renminbi.
China does not produce palm oil, but the domestic price
of rape oil, which is comparable, is approximately 2.2
yuan a jin, higher than the c.i.f. import price and the the

domestic dehvery price and even higher compared to

palm oil prices on the international market. .

(4) Cotton. Cotton prices fluctuate greatly on the mter-
national market. In 1989 and 1990, pure cotton clothing
and goods were popular throughout the world, . cotton
supply tended to be tight, and prices rose and the
international price was higher than the domestic price.
Since 1990 and 1991, world cotton production has
greatly increased and gross output reached a record 20 1
million tons. Added to the previous year’s cotton
reserves, the total cotton supply reached 26.3 million
tons. At the end of 1991, the price had fallen to US$53 a
pound, at the 5.48 exchange rate of the time, ‘that was

321 yuan a dan, compared to the 329 yuan.a dan -

domestic supply price. In the first half of 1992, cotton on

- the international market rose compared to the end of

1991. Presently, the mtematlonal market price remains
higher than the domestic supply price. In .1989 the
average c.i.f. price of China’s imported cotton was
US$1,385.90 a ton, at the 1:5.2 exchange rate at that
time, it was -360.3 yuan a'dan in renminbi. With 8
percent import tariff and 5 percent additional fees, the
domestic delivery pnce of 1mported cotton was 407 yuan
a dan. In 1990 the c.i.f. import price was US$1,658.10 a
ton, at the 1:5.3 exchange rate at that time, it was 431.1
yuan a dan in renminbi. With various added taxes and
fees, the domestic dehvery price was 487.1 yuan a dan.
In 1991 the c.i.f. import price was US$1,702 a ton, With
the 1:5.5 exchange rate at that time, it was 468.1 yuan a
dan in renminbi. With added taxes and -fees, the
domestic delivery price was 528.9-ynan. From January
through August of 1992, the c.i.f import price averaged
US$1,581.70 a ton. At an exchange rate of 16, that was
474.5 yuan a dan in renminbi. With added taxes and
fees, the domestic delivery price was 536.2 yuan a dan.
The Ministry of Foreign Economic Relations and Trade
explains that the price of 1mported cotton is calculated
according to its predormnance in the Chinese processing
industry. Its quality is generally equlvalent to Chinese
standard grade cotton, But the supply price of Chinese
domestically produced cotton was 258 yuan a dan in
1989 and has been 329 yuan a dan from 1990 to now.

(5) Wool. For a long time, China has been anet 1mporter
of wool, every year importing wool froim such countries
as Austraha New Zealand, and Uruguay. In 1992 the
demand for wool in China’s domestic market was
150,000 tons to 200,000 tons, but the supply of domes-
t1ca11y produced wool was only 50,000 tons to 60,000
tons. The remaining 100,000 tons or so could only be
made up by imports. Because there are differences in
such things as the varletles, quahty, and . sources of
imported wool, the prices also -varied: From January
through July 1992 the average c.if. price of imported
wool was US$3,300_ a ton.’ At a'1:6 exchange rate, that
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was 19.8 yuan a jin in renminbi. The present customs
rate on lmported wool is 20 percent. If customs and 5
percent in other fees are added, the domestic delivery
price of imported wool is 24.75 yuan a jin. The present
state dlrected purchase price of domestically produced
wool is 18.5 yuan a jin for pure grade one wool (the
actual purchase price is lower than this figure). Because
the quality of imported wool is generally higher, we can
say that the international and domestic market prices for

‘wool are essentrally equal there is not much difference.

6) Wood Every year Chma imports wood from such
places as the former Soviet Union, North Amerrca, and
Southeast Asia.’ In 1991 the average c.if. price for
imported logs was US$1 14 a cubic meter, 684 yuan in
renminbi. Addmg 150 yuan a cubic meter in tariff (the
customs rate .is 3 percent) and such other fees as a
loading and unloadmg fee and a commodity inspection
fee, the domestic delivery price of imported logs was 834
an. The- price of wood imported from the former
oviet Union was slightly lower. The c.i.f. import price
was 550 yuan a cubic meter and the domestic delivery
price was 700 yuan. The c.if. import price of wood
imported from North America and Southeast Asia was
slightly higher. It reached 726 yuan a cubic meter and the

domestic delivery price was 876 yuan. The price of

domestically produced wood is rather complicated. The
current producer price of northern state-controlled
wood, makmg up 20 percent of total national wood
production, is 215 yuan a cubic meter and the producer
price of northern nonstate-controlled wood is presently
350'yuan, that of southern collective forest area wood is
450.ryu'an. The foreign trade delivery price of imported
wood is clearly higher that the producer price of domes-
tically produced wood. But the prices of wooden prod-
ucts on. the international market are by no means high.
Some aré even lower than the domestic market.

II..The Affect That ’the_Restoratlon of China’s Seat in
GATT Can Have on Principal Agricultural Product
Domestic Markets and Prices

GATT’s basic purpose is to reduce or even abolish tariffs
and other trade barriers and promote an increase in
international trade through general implementation of
most favored nation treatment so that the resources of
the world’s nations can be fully utilized and production
and exchange of commodities can be expanded. The
restoration of China’s séat in GATT has the following
principal economic advantages: It can strive for compar-
atively stable. most favored nation treatment and fully
utilize GATT ‘mechanisms for resolving conflicts to
gradually ehmmate the different degrees of discrimina-
tory trade activities and barriers that major developed
industrial nations now practice against China, improve
Chma s-trade environment,-and promote China’s eco-
nomic and and trade’ development. GATT is a “double-
edged sword.” While enjoying the privileges, we also
must .assume correspondlng obhgatlons The principal
obhgatlon that we must assume is to reduce tariffs and
lower nontariff trade barriers. The affect of GATT on the
domestlc agncultural product market will be somewhat
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different based on the different agricultural products’
comparative international and domestic prices and
import and export requirements. Generally, with the
restoration of the seat in GATT, the agricultural prod-
ucts in the international market can have a certain affect
on the domestic market, but compared to industry,
especially the processing industry, the affect will be quite
a bit less.

(1) Domestic rice markets and prices will not be impacted.
China’s rice is essentially more than self-sufficient. The
prices on the domestic market are close to international
market levels and clearly lower than the c.i.f. import
price and domestic delivery price. It is presently exempt
from customs duties, so there is no problem about
reducing tariffs. At the same time, China does not
import and export a great deal of rice. We .import
approximately 200 million to 300 million jin a year, and
only export about 700 million to 800 million jin. So, with
the restoration of the seat in GATT, the mternatlonal
market still will be a place for us to regulate our varieties
and cannot produce a great impact on China’s supply
and demand for rice.

(2) It can lead to the domestic wheat prlce bemg lowered
to a certain extent. In 1992 with the prlce of wheat falling
on the domestic market and the price rising on the
international market because the United States suffered
disaster, China’s domestic wheat price still was higher
than international market levels, and in normal years the
discrepancy between the two could be even greater. So,
after “entry into GATT,” even more international
market wheat could flow into the country, 1mpact1ng the
domestic market and precipitating a fall in the price on
the domestic wheat market. In 1991 China imported
close to 25 billion jin of wheat. After “entering GATT,”
it is estimated that imports also will be about 25 billion
to 30 billion jin. If the import delivery price and the
domestic price stay within range, the domestic market
could fall by approximately 5 percent. From January
through July 1992, the imported wheat foreign trade
delivery price was 0.41 yuan a jin. During the same
perlod the Zhengzhou Market wheat price was 0.43 yuan
a jin, 0.02 yuan higher than the forelgn trade delivery
price. If it is calculated on 64 billion jin, the domestic
market wheat price would be affected with a decline of

approximately 1.28 billion yuan. This still does not -

include the affect of the rate of flour output. United
States wheat has a flour output rate seven or eight
percentage points hlgher than domestically produced
wheat. Thus the price differential could be approxi-
mately 0.04 yuan, affecting the fall of domestic wheat
prices in the total amount of approximately 2.56 billion
yuan. With the present domestic wheat market price
falling, it can produce some affect on wheat farmers.

(3) A rather great impact on domestic edible vegetable
oils. With the present 30 percent customs duty, imported
edible oil supply costs still are much lower than Chinese
domestic market prices. In 1990 China imported
approximately 4.6 billion jin of palm oil and in 1991
approximately 3.4 billion jin was imported. After “entry
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into GATT,” relevant departments estimate that
imports could rise to about 5 billion to 6 billion jin.
Presently, the domestic delivery price of imported palm
oil is about 0.3 yuan a jin lower than the domestic
market price of rape oil. If customs duties were lowered
to 15 percent, the import delivery price would be about
0.5 yuan a jin lower than the domestic price. Calculated
on the basis of 10 billion jinthe affect of the fall on the
domestic market price would be about 5 billion yuan,
which could produce a rather great affect on domestic
production of oils.

(4) The effect on domestically produced cotton will not be
great. The price of Chinese cotton is presently lower than
on the international market, Even without the 8 percent
import duties, domestically produced cotton still would
be competitive on the market. As regards cotton supply
and demand, supply is slightly greater than demand.
Even if we did not import cotton, China could essentially
maintain the supply. From January through August
1992, China imported 4.8 million dan of cotton and
exported 1.6 million dan. The main reason that imports
are more than exports is because we import US cotton to
maintain a trade balance between China and the United
States. After the seat in GATT is restored, China will
obtain unconditional most favored nation treatment,
strengthening China’s position in trade negotiations, and
it can look forward to adopting more flexible and more
favorable tactics on cotton imports. Certainly, because
the international market fluctuates rather greatly, in a
certain short period, the domestic market also could
receive an unfavorable impact from the international
market.

(5) Because of use differences, after “entering GA
domestically produced wool still could occupy a place.
Presently the foreign trade delivery price of imported
wool is generally on a par with that of domestically
produced wool. If customs duties are lowered, from 20
percent to 10 percent, the domestic dellvery price of
1mported wool would be 22.77 yuan a kilogram. Consid-
ering the difference in quality, this would prec1p1tate a
decline in the price of domestic wool to a certain extent.
Because present production of domestic wool is still
rather profitable, lowering the price of domestically
produced wool would reduce the profits of wool pro-
ducers. But the price will not be lowered a great deal. So,
ordinarily it will not causes losses for domestically
produced wool. At the same time, the uses of imported
wool and domestically produced wool are not altogether
the same. Medium and high grade wool textiles use more
imported wool arid low grade wool textiles use more
domestically produced wool. So, after customs duties are
lowered, domestically produced wool could still have a
place on the market, and is not very likely to be totally
replaced by imported wool.

(6) In wood, there would not be a great affect on logs, but
there will be a rather great impact on wooden preducts. In
the last few years, China’s wood market has slumped and
the production and business sectors have suffered
serious losses. Since 1992, because of the rage for capital
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construction and interior decorating, the market has
rebounded and the business sector has converted losses
into profits. But it should be noted that there are more
and more substitutes for wood and the wood market still
is limited. As described above, after “entering GATT,”
with the lowering of tariffs, the price of imported wood
could be lowered somewhat, thus reducing the difference
with the price of domestically produced wood. But the
affect on logs would not be great. The great affect would
be on wood products. For example, there is presently a 9
percent duty on imported plywood. If it were lowered to
4.5 percent, the domestic delivery price of imported
plywood would be 3,073.7 yuan a cubic meter. With the
present 9 percent duty, imported plywood already has a
competitive advantage over domestically produced ply-
wood. After “entering GATT,” domestic plywood would
face an even greater impact.

ITI. A Few Policy Suggestions and Developments

Agriculture is China’s basic industry. Of China’s 1.1
billion people, 800 million are in the countryside. On the
one hand, a population of 1.1 billion cannot rely on
imports for its principal agricultural product needs. It
must be based on domestic production. On the other
hand, if we want to realize economic prosperity and
improve the people’s standard of living, we cannot get
away from improving the incomes of the 800 million
rural population. So, how to maintain and promote
steady development of agricultural production is still a
major problem that we cannot slight for a moment.
Based on the present situation, when our seat in GATT
is restored, in order to enhance the positive effect of the
international market on China’s agricultural production
as much as possible and reduce its unfavorable affects,
we believe that on policy we should grasp the following
few points:

(1) In formulating reasonable plans for lowering tariffs
and nontariff barriers, we should strive to pay a compar-
atively small price for the restoration of China’s seat in
GATT. In lowering tariffs on agricultural products, we
advocate appropriately lowering the import duties on
cotton and wool, but it is inadvisable to again greatly
lower the customs rates on edible vegetable oils. As
regards such cereals as wheat, we should consider
whether or not we can levy an appropriate tariff to
protect the domestic market and stablhze domestic pro-
duction.

(2) Fully utilize the safeguarding provisions in GA'IT to
protect domestic agricultural development. Although
GATT generally forbids non-tariff barriers and demands
that tariffs be reduced, there still are several safeguarding
provisions in GATT. For example, the exemption pro-
cedure. When a country’s economic and trade environ-
ment proves that it has an abundant need, it can seek an
exemption from a specific GATT obligation. Several
advanced countries have used this provision to protect
domestic agriculture. For example, the United States
based on this obtained the freedom to implement some
agricultural policies not consistent with GATT. Also in
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limiting the volume of imports. In the extraordinary
circumstance where balancing international income and
expenditures creates difficulties or when a developing
country is establishing or expanding its domestic produc-
tion capabilities, it can apply to limit the volume of
imports. We must fully utilize these safeguarding provi-
sions to protect China’s agricultural development and
stop the international market from creating serlous
damage to domestic agnculture .

(3) Adopt such measures as adjusting the exchange rate
and increasing agricultural investment to stabilize and
promote China’s agricultural production. In addition to
using the safeguarding provisions in GATT, we still have
numerous methods of protecting agricultural produc-
tion. For example, adjusting exchange rates. If the ren-
minbi is devalued in relation to the U.S. dollar, it is sure

" to be advantageous to China’s exports and disadvanta-

geous for imports. In addition, GATT generally limits
export subsidies, but by no means opposes increased
investment in domestic agriculture. We can increase
agricultural investment and lower peasants’ production
costs by such measures as bu1ld1ng water conservancy
prOJects and improving the service system, and thereby
attain the goal of protectmg the peasants’ interests.

“) Contmue to lmplement the policy of agricultural
protections and supports backed by the state treasury. A
great many of the world’s countries adopt a policy of
agricultural subsidies. Canada’s agricultural subsidies in
1990 were Can$2.7 billion; the European Community’s
in 1990 were US$81.62 bllhon half the total value of
agricultural products; and in 1986 United States agricul-
tural subsidies also were as high as US$88.1 billion. If
developed countries can do it, China with a population
of 1.1 billion and only 1.5 billion mu of cultivated land,
even more needs to implement a policy of treasury
support for agriculture. Presently, various localities in
reforming the buying and selling system for cereals, have
cast off the treasury burden. We suggest that the subsidy
link could be changed from subsidizing on the market to
subsidizing in the field, but we cannot totally eliminate
treasury supports for agriculture.

(5) The basic tactic for converting agricultural develop-
ment is to vigorously develop high yield, premium quality,
high efficiency agriculture. If Chinese agriculture wants
to obtain long-range, sustained, stable development it
cannot just depend on using various GATT provisions
and it cannot completely rely on special state policies. It
must, based on the current situation, change the past
developmental strategy of simply pursuing increased
volume and strive to used advanced science and tech-
nology and organizational models for production and
circulation, and improve quality, perfect the structure,
and strive to improve labor productivity to improve
agricultural returns, and get agncultural production on
track for equal stress on quantlty and quality and
improved results, Putting forth a major effort to develop
high yleld premium quality, high efﬁmency agnculture
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has great strategic significance not only for the develop-
ment of Chinese agriculture itself, but also for enhancing
China’s position and power m international economic
contacts.

Rural Capital Shifting to ’Nonagri'cul‘tural Sector
93CE0492A Beijing NONGMIN RIBAO in Chinese
12 Apr 93p3 ,

[Article by Long Hanhao (7893 3352 3185), of the
Neixiang County Agricultural Bank, Henan Province:
“Large Amounts of Rural Cap1ta1 Are Movmg Into
Nonagncultural Industnes”] .

[Text] According to a survey by the Agrlcultural Bank of
Neixiang County, Henan Province, from 1990 through
1992, a total of 135.9 million yuan of rural capital in the
county was shifted into nonagricultural urban industries,
increasing at an annual rate of 12.4 percent, 25.1 per-
cent, and 43.6 percent respectively and accounting for
8.4 percent, 15.3 percent, and 37.6 percent respectively,
of the increased money supply in the rural areas in the
same years. More than 7.4 million yuan was shifted i in
1992 alone. Following are the main causes: ’

1. Increasmgly more branches of competing banks are
being set up in the rural areas. Scrambling for the rural
capital market, some specialized banks are eagerly set-
ting up branches in the countryside to gain a competitive
edge. As of the end of 1992, the Industrial Bank, the
Construction Bank, and the Post and Telecommunica-
tions Bureau had set up 24 savings branches and offices
in various towns and townshlps, absorbing more than
24.07 million yuan in rural savings deposits each year.
The Post and Telecommunications Bureau has savings
offices in all the 14 towns and townshlps in the county,
which absorbed 8.43 million yuan in rural savings
deposits in 1992 alone. , .

2. Various kinds of bond issues are drawing out huge
amounts of rural capital. In recent years, in order to raise
more funds to support the development of key indus-
tries, the state has issued huge amounts of bonds succes-
s1ve1y and in different forms, shifting funds from the
rural areas to urban industries and capital construction
projects and reducing the amount of funds available for
agrlcultural investment. Accordmg to the survey, Neix-
iang County has issued various types of bonds totaling
18.8 million yuan to the rural areas in the past three
years, 9.43 million yuan, or 50.2 percent of the total, in
1992 alone.

3. The diversion of rural cap1tal into nonagncultural
industries is causing'an increasing amount of money in
the rural areas to flow into the city. This is manifest
mainly in the growth of various kinds of fund-raising
activities. Some enterprises request peasants, who wish
to work for them, to bring money of their own or raised
by them. The amounts requested range from 4,000 yuan
to between 5,000 and 10,000 yuan and to 14,000 yuan.
In the two years from 1991 through 1992, more than
56.7 million yuan was taken from the rural areas by the

JPRS-CAR-93-041
21 June 1993

county’s industrial, commercial, and town and township
enterprises through internal and external fund-raising
channels. .

4, Ald-agnculture funds are seriously “misdirected.”
There are two major manifestations: First, the town and
township agricultural-economic funds and rural cooper-
ative funds -are competing with the agricultural banks
and credit cooperatives. They not only take deposits but
also make loans- 1nd1scr1m1nately, and in effect have
become “small rural banks.” According to statistics, in
1992, they took in 23.1 million yuan in deposits and
made loans totaling 18.7 million yuan, of which more
than 70 percent went into the circulation trade. Second,
the central bank has taken large sums of aid-agriculture
funds from the agricultural banks and credit coopera-
tives by forcing them to pay into deposit reserves and
special accounts. As of the end of 1992, the funds turned
in by the county’s agricultural banks and credit cooper-
atives to the county People’s Bank as deposit reserves
and special deposits totaled 16.76 million yuan.

The flow of rural capital into the city has not only
affected the normal currency circulation in the rural
areas, but also seriously hampered the steady develop-
ment of agriculture. This should be brought to the
attention of the departments concerned at the higher
levels, and effective measures should be adopted .
promptly to reverse the situation and insure the steady
growth of agricultural investment.

Status of Rural Shareholding Cooperatives
Surveyed

93CE0494A Beijing ZHONGGUO NONGCUN JINGJI
[CHINA’S RURAL ECONOMY] in Chinese No 3, ‘
20 Mar 93 pp 47-49

[Article by Ministry of Agriculture Rural Shareholding
Cooperative Task Force: “Report on the Development
of Rural Shareholding Cooperative Organizations in
1992—Survey and Analysis of 75 Counties Nation-
wide”]

[Text] Between June and October 1992, we conducted a
relatively systematic survey of 74,942 enterprises in
27,280 villages in 1,919 township in 75 counties
throughout the country in order to find out how rural
shareholding cooperatives organizations are developing.
We also prepared statistical survey tables, and aug-
mented them with questionnaires given to cadres, the
leaders of the concerns, and shareholders. These 75
counties are located in 25 different provinces, autono-
mous regions, and directly administered municipalities
throughout the country, 26 of them in the east central
region of the country, 24 in the central region, and 25 in
the western region,

Status
This survey shows that as of July 1992 there were 25,480

rural shareholding cooperative organizations in the 75
counties, or an average of 340 per county, their share
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capital totaling 2.077 billion yuan, or an average 81,500
yuan per organization. These organizations were of five
kinds: shareholding type township-run enterprises,
shareholding type village-run enterprises, peasant share-
holding cooperative enterprises, shareholding type coop-
erative foundations, and converted share [zhegu 2124
5140] village collective economic organizations. Within
these 75 counties, there were 543 shareholding type
townshrp-run enterprises, or 3.4 percent of all township-
run enterprises, their share capital averaging 230,000
yuan per enterprise; 2,885 shareholding type vrllage-run
enterprises, or 12.5 percent of all village-run enterprises,
their share capital averaging 970,000 yuan per enter-
prise; 11,988 rural shareholding cooperative enterpnses,
or 33.4 percent of peasant partnershrp and cooperative
enterprises, their share capital averaging 67,000 yuan per
enterprise; 3,244 shareholding type cooperative founda-
tions, or 71 percent of rural cooperative foundations,
their share capital averaging 140,000 yuan each; and
6,820 converted share village collective economic orga-
nizations, or 25 percent of the vﬂlage level collective
economy, their share capital averaging 63 000 yuan
each.

The role of rural shareholding cooperative organizations
in spurring rural economic reform and development is
- already apparent. The questionnaire survey showed that
85 percent of enterprise leaders believed that coopera-
tive shareholding “clarified production rights, thereby
stirring the zeal of staff members and workers.” Fifty-
five percent of enterprise leaders put this in first place.
Eight-four percent of enterprise leaders felt that it pulled
together idle funds to solve enterprises’ fund shortage.
Thirty percent put this first. Forty-five percent of leaders
felt that it “enlivened the use of collective funds.” Seven
percent put this in first place. Still other enterprlse
leaders felt ‘that it played a definite role in overcoming
the practice in which a single cadre has the final say, and
the “egalitarian and indiscriminate transfer” of collec-
tive assets. Converted share vﬂlage operations showed a
26 percent increase in net-income in 1991 as compared
with 1989, total converted share assets increasing 47
percent. Clearly cooperative shareholdmg type operation
has played an extremely marked role in the transforma-
tion of the operating mechanisms of rural microeco-
nomic organizations and in the 1mprovement of admln-
istration and management.

Performance and Characteristics

(1) Shareholding cooperative organizations are found i in
every area of rural life. Among the 543 shareholding type
township-run enterprises, the percentage engaged in
farming, forestry, animal husbandry, the fishing
industry, industry, business, construction, transporta-
tion, the service trades, and other trades was 4.4, 3.3, 0.2,
3.98, 54.4, 8.7, 11.4, 3.1, 6.3, and 4.2 percent respec-
trvely Substantlally the same distribution applied to
shareholding type village-run enterprises, and peasant
shareholding cooperative enterprises, except that the
percentage of industrial enterprises in shareholding type
village-run enterprises was relatively low at 34.2 percent
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whlle the percentage of farming, forestry, animal hus-
bandry, and fishing industry enterprises was relatively
hrgh Among peasant shareholding cooperative enter-
prises, the percentage of industrial concerns was relatrve
high at 56.5 percent

Among the’ shareholdmg type township-run enterprises
in the three major economic regrons, the percentage of
secondary and tertiary enterprrses was highest in-east
China, and the percentage of primary mdustrles ‘was
higher in central and western China, .

(2) The average amount of funds in shareholdmg coop-
erative organizations in different industries dlffered
Among shareholding type township-run enterprises, it
was secondary industries that had the largest amount of
share capital per enterprise at 312,000 yuan. Second was
tertiary enterprises with 84,000 yuan per enterprise.
Primary industries had the least amount of share capital
per enterprise at 57,000 yuan. Shareholding type village-
run enterprlses and converted share village collective
economic organizations exhibited attributes that were
generally identical with shareholding type townshlp-run
enterprises. In peasant shareholding cooperative enter-
prises, however, the amount of money in pn'mary enter-
prises was. higher -than in secondary. enterprises, and
secondary enterprises had more money than tertiary
enterprises. . ) .

Among the three major regions, the amount of share
capital declined to a marked extent progressively from
the eastern to the central to the western region. The
average amount of share caprtal in shareholding type
township-run enterprises- gomg from the eastern, to the
central, to the western region was 289,000, 249, 000 and
180,000 yuan, respectlvely For peasant shareholdmg
eooperatrve enterprises, the average amount of share
capital going. from east, to central, to west was 72,000,
60,000 and 44,000 yuan. The amount of share capital in
other organizations was substantially the same. . .

(3) Collective share capital predominates. The share-
holding structure of shareholding type township-run
enterpnses is as follows: collective shares, 35 percent;
enterprise shares, 16 percent; staff member and worker
shares, 7 percent; cooperative personnel or member
shares, 20 percent; and social shares, 22 percent. Collec-
tive shares and enterprise shares total 51 percent,
showing that shareholdmg of a collective nature remains
dominant. This is also the case in shareholdlng type
v111age-run enterpnses :

One feature common to all three regions is the mainte-
nance of approximately one-third of all shares as collec-
tive shares; however, the amount of shares retained by
enterprrses varies: The percentage is higher in the eastern
region and lower in the central and western reglons The
percentage of shares of a collective nature is hrghest in
the eastern region at 56 percent:  The central regron
comes in second at 44 percent; and the western reglon is
lowest at’ 35 percent
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The make up of share capital, whether converted shares
or collective shares, shows that in shareholding type
township-operated enterprises, the percentage of con-
verted share capital (47 percent) is less than the per-
centage of collective share capital (31 percent). In all
three regions, the percentage of share capital is greatest
in primary and tertiary industries at 56 and 68 percent
respectively.

(4) Marked differences exist in the distribution of share
capital dividends in the five different types of share-
holding cooperative organizations. Results of the ques-
tionnaire survey show a fairly wide spread in share
capital dividends as a percentage of after tax profits,
ranging from 10 to 80 percent. The difference among
different type shareholding cooperative organizations is
as follows: From 30 to 40 percent in shareholding type
township- and village-run enterprises. The percentage is
lower in converted share village collective economy
organizations and peasant shareholding cooperative
enterprises at 13 and 27 percent respectively. The per-
centage of dividends used in these enterprises (or orga-
nizations) for the expansion of reproduction is 81 and 53
percent.

System Building, and Democratic Decisionmaking and
Management ‘

(1) Drawing up of Articles of Association or Agreements.
The questionnaire survey showed that 95 percent of
peasant shareholding cooperative enterprises had drawn
up articles of association or agreements, 10 percentage
points more than converted share village (or coopera-
tive) enterprises. Ninety-percent of township and village-
run shareholding cooperative enterprises drew up arti-
cles of association or agreements. This was 10 percentage
points more than peasant shareholding cooperative
enterprises. ) ~ ’

(2) Shareholding Rights Validation and Transfer. At the
present time, shareholding rights can be validated in
three main ways: namely, a receipt, a share equity
certificate, and internal stock. More than half the time, a
receipt serves as validation; in some cases share equity
certificates are issued, and in a small number of cases
internal stock are issued. Rules regarding shareholding
rights transfers and inheritance vary from place to place.
Forty-five percent of shareholding cooperative villages
(or cooperatives) and 36 percent of enterprises provide
that share rights may be transferred and inherited; 41
percent of villages (or cooperatives) and 49 percent of
enterprises rule that share rights may be inherited under
certain conditions; and seven percent of village (or
cooperative) and nine percent of enterprises provide that
share rights may only be transferred but not inherited.

(3) Leadership Organs and Decisionmaking. Nearly 80
percent of shareholding cooperative organizations estab-
lished leadership organs consistent with shareholding
cooperative development. A shareholders’ conference
was the preference in 65.8 percent of cases, and a board
of directors in 53.6 percent. The number having a
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shareholders’ conference or a board of directors as well
as a board of supervisors was relatively small. The
leaders of shareholding cooperative organizations are
selected through democratic procedures. The original
organizers play a main role in the leadership level, the
leaders in many shareholding cooperative organizations
being the village branch secretary or village chairman.
Sixty percent of the leaders are concurrently the village
chairman, and 40 percent are concurrently the village
branch secretary.

In 46 percent of shareholding cooperative organizations,
decision-making authority is exercised through one
share, one vote; in 39 percent, it is one man, one vote.
Fifty-one percent of shareholders approved of one share,
one vote; 44 percent approved of one man, one vote. In
the eastern region, a majority of organizations use one
share, one vote, the percentage being 59 percent. In the
central and western regions, the percentage is lower at 17
and 30 percent respectively. In 81 percent of share-
holding cooperative enterprises, a shareholders (or rep-
resentatives) conference and a board of directors play the
leading role in decision making; in 8 percent, staff
member and worker (or representative) conferences play
the leading role; in 5 percent, the plant manager (or
director) plays the leading role, and in 6 percent, higher
authority makes the decisions.

(4) Democratic Supervision. The questionnaire survey
showed that 86 percent of plant managers (or directors)
filed regular operations reports with the board of
director as regulations required and accepted the super-
vision of the board of directors and shareholders. All
shareholding cooperative enterprises carefully watch
financial control, exercise democratic money manage-
ment, and regularly publish accounts for the board of
directors and shareholders. Forty-one percent of all
enterprises publish accounts once each year; 22 percent
of enterprises publish them once every month or two,
and 13 percent publish them quarterly. Ninety percent of
shareholders answered that they can find out regularly
the status of enterprise financial management.

Existing Problems

(1) The development of rural shareholding cooperative
organizations has not yet become a major party and state
rural reform policy, much less has it received legal

-acknowledgement and support. Even though rural share-

holding cooperative organizations started earlier than
the shareholding system in large- and medium-sized
state-owned enterprises in cities, they have not yet
clearly become an important part of the deepening of
reform as the urban shareholding system has, much less
have they drawn up a body of policies, rules and regula-
tions, and laws to help their development.

(2) Conflicts éxist between the diversity of forms of

ownership of shareholding cooperative organizations
and among the old policies and methods that govern-
ment departments use in controlling and registering
them. This creates uncertainties about the status of
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shareholding cooperative organizations and confusion
about registration. Some are registered as collective
enterprises; some are registered as individually owned or
privately owned enterprises; and some are registered as
shareholding or collective enterprises. Results of the
questionnaire survey show that 58 percent of existing
shareholding cooperative organizations are registered as
collective enterprises; 22 percent are registered as share-
holding cooperative enterprises, four percent are regis-
tered as privately owned enterprises, six percent are
registered as individually owned enterprises, and 10
percent are otherwise registered. The additional prob-
lems that this occasions are confused credit and taxation
policies. In addition, government departments con-
cerned and other social organizations, which are stiil
accustomed to the former control methods, interfere in
the decisionmaking, management, and profit distribu-
tions of shareholding cooperative organizations; thus,
they are unable to operate according to the special
regulations regarding shareholding cooperative organiza-
tions.

(3) Rural shareholding cooperative organization opera-
tion is not yet standardized, some flaws existing in
decision making, management, and profits distribution.
Eleven percent of the converted share rural cooperatives
and 17 percent of the shareholding cooperative enter-
prises have no form of written share rights certification
that recognizes share equity according to law. The rules
of 19 percent of converted share village organizations
and 29 percent of enterprises permit free withdrawal of
shares. Substantial disagreement and policy restrictions
exist regarding whether shareholding can apply to rural
land ownership rights and use rights. Organizationally,
some shareholding cooperative organizations have no
specific means for expressing shareholders decision-
making authority. Thirty-five percent of shareholding
cooperative organizations have no shareholder confer-
ences; 46 percent have no board of directors; and 23
percent of converted share villages and 18 percent of
shareholding cooperative enterprises have no structure
of any kind. In decisionmaking, 15 percent of converted
share villages decisions about economic activity are
made by the party branch headquarters or the village
CPC committee. In 6 percent of enterprises, major
policies are decided by the top level leadership. In the
distribution of returns, 27 percent of shareholding coop-
erative enterprises set no percentage for the distribution
of dividends, and 47 percent have no regulations prohib-
iting the separating out of common accumulations as a
percentage of funds for the expansion of reproduction.

(4) The foregoing problems likewise show that insuffi-
cient theoretical preparation and information collection
has been done on rural shareholding cooperative organi-
zations. Consequently, neither the government adminis-
tration level nor the grassroots cadre and peasant oper-
ating level are able to foster and develop this form of
organization according to the inherent requirements of a
market economy and the operating laws of shareholding
cooperative organizations.
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Several Recommendations

(1) The development of rural shareholding cooperative
organizations must be made an important integral part
of the building of a socialist market economy, and it
must be included in both party and state major rural
reform policies in order to dispel ideological apprehen-
sions on the part of cadres and peasants.

(2) Government departments concerned should organize
forces to revise existing inappropriate policies and sys-
tems, drawing up rules and regulations in keeping with
the development of shareholding cooperative organiza-
tions. This includes recognition in law of their legal
position, their registration as a juridical entity, equity
rights and their transfer, and the evaluation of assets.
The system of rules and regulations should reflect both
the principle of maintaining leeway for full develop-
ment, and provision of a corresponding amount of
management and direction.

(3) Further perfection of the internal management mech-
anism in shareholding cooperative organizations, setting
up on a corresponding scale an organizational structure,
a form of management, and decision-making proce-
dures, as well as a financial system and a supervisory
system.

(4) Emphasis on propaganda and organizational training
to improve the caliber of the cadres and peasants. Basic
information and basic rules and regulations about a
market economy, particularly about shareholding coop-
eratives must be rapidly spread.

(5) Administrative interference must be halted. In some
shareholding cooperative orgamzations, the share-
holding system predominates; in others, the cooperative
system predominates. In their operation and develop-
ment, however, many have begun to evolve toward these
two systems of organization. The trend of evolution
suggests that most will evolve into the shareholding
system. The right of the broad masses of peasants to
decide the form of their operating organization must be
fully respected; government admmlstratlon posmvely
may not interfere.

Growth of Rural Shareholding Cooperatives

93CE0497A4 Beijing ZHONGGUO NONGCUN JINGJI
[CHINA’S RURAL ECONOMY] in Chinese No 3,
20 Mar 93 pp 33-36

[Article by Zhou Jinting, of the CPC Committee of
Henggang Township, Shenzhen, Guangdong Province,
and Tang Huibin; edited by Ying Xuemei: “Economic
Development and Changes in System—Analysis of the
Origin and Growth of the Rural Joint-Stock Cooperative
System in China”]

[Text] The rural Jomt-stock cooperative system is a
brand-new kind of economic organization and property
system; it integrates features of the joint-stock system
and the cooperative system. It originated, during the
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mid-1980’s, in the regions characterized by ‘vigorous
activities of commodity economy, mainly -including
Tianhe, Guangzhou; Wenzhou, Zhejiang; Fuyang,
Anhui; and Zhoucun, Shandong. In the late 1980’s, the
jOlnt-StOCk cooperative system aroused attention from
people of all social sectors, due to the great vitality
exhibited by it. As the various localities created the
~. system on different foundations and within- different
environments, the existence of different - types’ of .the
rural joint-stock cooperative system is entirely in accord
with the logic of its natural developmeiit. Since there is
not yet a single way of. categorizmg accepted by the
theoretical cncles, we are of the view that a realistic and
scientific choice is to conduct categorlzmg on the basis of
the ownership system and -the orgamzatlonal -forms.
Generally, there are Just two types: the communlty-type
joint-stock cooperatlve system and the enterprise-type
joint-stock cooperative system. The former refers to the
system which, in a geographically based rural commu-
nity—a township, administrative village or natural vil-
lage, redefines collective assets in terms of the joint-stock
system and functions according to the standards of the
joint-stock system and the cooperative system, while
maintaining a situation where the two powers are sepa-
rated, where the shareholders have a double status,
where the organization is held within the confines of the
community concerned, and where management is con-
ducted in a democratic manner, The latter refers to the
system under which rural enterprises (including. town-
ship and private enterprises), after having made certain
changes according to the principles of the joint-stock
system, are managed through the use of mechanisms
characterized by features of both the joint-stock system
and the cooperative system; the main characteristics of
this system are the indépendence of the légal person, the
double status of the shareholder, the multlple aspects of
the shareholder’s rights, and the. openness of the organi-
zation. The two types of the systém are dlfferent but
they are basically the same in terms of their orlgms and
operating principles. -

1. Supply and Demand Relatmg to the Development of
the Jomt-Stock Cooperatlve System ~

Itis always the case with system changes that as there is
effective demand for change. and as there is relevant
actual supply, a change in the system concerned comes to
be formalized. The demand often originates from' the
disequilibrium in a certain part of the internal mecha-
nism of the system concerned, a disequilibrium which
makes it impossible to reduce transaction costs and to
make the system generate high returns. That the fural
joint-stock cooperative system could be born and grow
was also due to the existence, as a. preoondltlon of
effective supply and demand. The two-tier rural manage-

ment system facilitates the solution 'of siuch problems as
those of the peasants’* managément autonomy and
freedom to change their status, and therefore played an
enormous role in promotmg the development of the
rural economy during a cenaln period. Nevertheless, it
remains unable to prov1de services related to the protec-
tion, and increase m the value, of collectlve assets’ and
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scwntiﬁc management furthermore, it can neither
clearly define the property rights of each member of the
organization over collective assets, nor conduct equat-
able 'distributions. As a result, the system is becoming
increasingly inefféctive. The rural joint-stock coopera-
tive system has been designed exactly to clearly define
collective property rights as well as the status, responsi-
bilities, rights and personalities of the members of the
orgamzatron concerned. This has been the reason for the
existence of the general demand for the development of
the rural joint-stock cooperative system. An analysis of
the general demand. will shed further light on why the
rural economic system in the form of the two-tier man-
agement ‘system have undergone, and will continue to
undergo, further changes

(l) Demand for the protection, and increase in the value
of, collective properties The rural reforms have led to the
rapid development of the collective economy, and to the
increase in the accumulation of collective assets. Take
the example of Shenzhen. City-wide, in 1991, collectives
of the three levels owned fixed assets worth 3 87 billion
yuan, representing a per capita amount of 15,000 yuan.
The need for finding ways of protecting such properties
well to prevent damages to them and of further
increasing the value of the properties resulted in urgent

actual demand for changes in the system concerned. The

common’ properties of the community were prone to
suffer damages because property rights were not clearly
defined under the two-tier management system: On the
one hand, parts of the common properties were taken
over, w1thout compensation, by the leading cadres of the
commumty organization and some other people who had

power; on the other hand, it would be necessary to incur

huge. expenditures and costs in order to prevent the
leading cadres and some other people from harming the
rights and interests of other people, while bad manage-

.ment could also lead to low returns on the assets. The
feature of democratic supervision of the rural joint-stock

cooperative system can prevent such washout and
improve the success rate of decision making. :

(2) Demand for individual property rights In rural China,
the common defect of the people’s commune system and
the two-tier management system is that collective prop-
erty rights aré not clearly defined. Under the name of
collective ownership; the ownership rights of each
member are not.exclusive; as a result, responsibilities,

rights, and interests are not clearly deﬁned The peasants
do not know their-own status in the community organi-
zation nor what role to play. Their labor does not bring
corresponding returns. Consequently, individual enthu-
siasm and creativity would naturally be curtailed. On the
other hand; property rights are exactly a great stimulus to
the peasants. Complete property rights include ultimate
ownership, the right of actual possession, the right of use,
the right to gam benefits and the right of disposition. The
key to- measurmg the effectiveness of a change in a
system is to. see whether it can give effective play to the
role of the initiative of the individual members of the
community, and ensure that human energy and capital
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shall be used for carrying out activities which are the
most beneficial to society. Through counting and
appraising the assets, the rural joint-stock cooperative
system quantifies each member’s share of the common
properties, so as to give real meaning to the ownership
status. As a result, being concerned about the community
organization becomes the voluntary behavior of all
members

(3) Demand for fund raising The shortage of funds and
fund-raising channels are key factors. constraining the
development of the rural, or even the entire national,
economy of China. In addition to the channel of bank
lending, it is necessary to open new fund-raising chan-
nels to absorb the large amounts of idle funds in the
hands of the peasants, and to use those funds for large-
scale development, thereby turning consumption funds
into production funds. The joint-stock system is a form
of economic organization .or system which .appeared
because of the need for accelerated fund-gathering gen-
erated by the socialization of production. Its main func-
tion is to raise funds in a rapid manner.

(4) Demand for the renewal of the rural commumty
cooperative organization The existing community organi-
zation is basically based on the organizational resources
formed after the collectivization campaign. It is a.com-
munity, both economic and political, which is geograph-

ically based and uses administrative enforcement as the’

basic means of regulating. Because of the dual-purpose
nature of such an organijzational structure and the rele-
vant functions, the economic organization is. character-
ized by low efficiency, while the administrative organi-
zation does not practice democratic management.
Furthermore, the economic organization often hecomes
subordinate to the administrative organization because
of the pressure resulting from-the power of the latter. As
a result, the leaders .of the community -organization
would only pay attention to its responsibility to the
higher-level administrative organizations, but neglect
caring for the interests of the members of the organiza-
tion. This goes against the most fundamental goal of the
community cooperative. organization. In the past
decades, the peasants of China have always been seeking
the benefits due to themselves in their own organiza-
tions. The peasants often have to pay dearly for any
benefit gained, because of the absence of a relevant
functioning organizational system. Actually there have
already been calls for the renewal of the traditional
community cooperative organization. The introduction
of the Jomt-stock system has re1nv1gorated the organiza-
tion, resulting in marked improvement in the orgamza-
tion’s efficiency. .

The four above-mentioned demands together induced
the birth of the rural joint-stock cooperative system.
Thus, it is proper to consider the four demands the
formative basis for the rural joint-stock cooperative
system, It is difficult for the system, as a formal system,
to be successfully adopted without relevant supply of
system changes.
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‘The government controls the setup of the formal system.
Thus, the birth and growth of the rural joint-stock
cooperative system also depend on the government’s

timely, effective promotion and support. The govern-
ment’s key tasks are to formulate—in a deliberate man-
ner—a series of policies, laws, regulatlons, and codes of
conduct on the basis of the various demands, and to
establish a relevant system, so as to define the room of
choice for people and to put constraints on the relations
between people, thereby reducing the uncertainty and

- transaction costs involved in the relevant operations,

protecting property rights, and achieving the goal of
improving the effectiveness of system changes. ‘

IL The Functioning of the Rural J oint-Stock
Cooperative System

"Understanding the principles governing the functioning

of the rural joint-stock cooperative system can also lead
to a clear understanding of the contents of this system.
As the enterprise-type joint-stock cooperative system
and the community-type joint-stock cooperative system
each have their own characteristics, it is helpful to give
separate accounts.

(1) The enterprise-type joint-stock cooperative system

- Across the country, this system is in its most typical and

mature form in Zhoucun, Shandong and in Wenzhou,

‘Zhejiang. Toward the end of 1990, there were 22,000

joint-stock cooperative enterprises in Wenzhou and 881
such enterprises in Zhoucun, The joint-stock cooperative
enterprises in Zhoucun were formed mainly through
redeﬁnmg the preexisting community collective enter-
prises and propertles as well as issuing township collec-
tive shares, ‘enterprise shares, employee distribution
shares and some social shares available to those outside
the communlty organization. Township collective shares
and enterprise ‘shares account for 70 percent and 30
percent respectively, of the preexisting collective enter-
prises’ pr()pertles Employee distribution shares are part
of the enterprise shares given to employees on the basis
of the work performed and only entitle the holders to
distribution benefits. In Wenzhou, Zhejiang, joint-stock
cooperative enterprises were formed through gradual

-evolution in the forms of mergers and the \use of the

joint-stock system on the part of individual and house-
hold businesses. Most shares are held by individuals.

- The number of shares one got was determined by the

amount of assets one had at the time of adopting the
joint-stock system. The two forms are different in terms
of distribution’ of shares, but are basically the same in
terms of the transfer of shares and the distribution and
management systems of the enterprises. Shareholding is
basically governed by the practice of holding shares, not
by share -certificates, and of allowing money to be
invested in shareholding, but having no stock market.
Shares can only be transferred between the commumty
cooperatlve organizations as well as the enterprises. The
enterprises basically follow the principles of “taking
distribution according to work as the main method to be
supplemented by the distribution of dividends according
to the number of shares.” It is provided that over 40
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percent—as much as 60 percent in some cases—of the
after-tax profits of the enterprises be used for expanding
reproduction. There are specific regulations on retention
of funds to be used as collective accumulation funds and
public project funds and on the distribution of divi-
dends. The joint-stock cooperative enterprises of both
forms use the management system characterized by the
system of the general meeting of shareholders—the
board of directors—plant director (manager). The plant
director (manager) is the representative of the legal
person of the enterprise, and -exercises management
authorities. _ o -

(2) The community-type joint-stock cooperative system At
present, in the country, this system is widely used in
Baoan County, Shenzhen and in Tianhe District, Guang-
zhou. According to statistics, of the administrative vil-
lages with the necessary conditions for adopting the
joint-stock cooperative system in Baoan County, 98—or
80 percent—have now adopted the joint-stock coopera-
tive system. Of the 373 natural villages with the neces-
sary conditions, 356—or 94 percent—have adopted the
joint-stock cooperative system. In Tianhe District,
Guangzhou, the joint-stock cooperative system has been
adopted by over 90 percent of the community coopera-

tive organizations. From a comparative perspective, the -

method used by Henggang, Baoan County, is the most
typical and well-developed. Firstly, the system was
adopted early there; secondly, community cooperative
organizations of the three tiers (natural villages, admin-
istrative villages, and townships) are linked up by share-
holding, and function smoothly. Therefore, an analysis
based on Henggang Township would be enough to pro-
vide understanding of the overall situation of the com-
munity-type joint-stock cooperative system. s

1. The natural-village joint-stock cooperative. On the
organizational basis of a natural village of the time, first,
appraisal was carried out on all the assets of the organi-
zation, and then the assets were divided into two cate-
gories: 30 percent became embodied by collective shares
controlled by the natural village; 70 percent became
embodied by the members’ individual distribution
shares, which were distributed according to the number
of people in the household—one share for €ach person at
the age of sixteen or older and half a share for each
person under sixteen; share certificates were also issued.
Individual share certificates can only serve as basis for
receiving dividends, but not be redeemed, transferred,
inherited, nor circulated. Collective shares are used for
generating collective accumulation so as to expand
reproduction. The collectives use the management
system characterized by the system of the general
meeting of shareholders-—the board of directors—
manager. As provided in the regulations, dividends are
distributed once a year. Dividend distribution is based
on the following principles: First, parts of the total yearly
income will become funds earmarked for the develop-
ment of production, for paying taxes, for debt payments
and for other expenditures; 10 percent of the income will
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becomé~dqpreciation funds and -another 10 percent will
become welfare funds. Then, the rest will be distributed
as’dividgnds. o

2. The allied administrative-village joint-stock coopera-
tive. First, appraisal was carried out on the collective
assets formerly owned by an administrative village. Then
shares were distributed according to a ratio of 1:1, that
is, 50 percent of the shares to be retained by the
administrative village, with the other 50 percent of the
shares to be distributed among the participating natural
villages. The shares were distributed among the natural
villages according to the following criteria: the amount of

- land of a natural village requisitioned by the administra-

tive village, and the number of villagers in that natural
village. As the assets became embodied by shares, the
joint-stock cooperatives of the natural villages became
the shareholders of the allied administrative-village
joint-stock cooperative. The allied cooperative also uses
the system under which the manager is the person in
charge under the leadership of the board of directors.
Dividend distribution is conducted yearly according to
the same principles as used by the joint-stock coopera-
tives. But, there are clear regulations on the use of
dividends. The administrative village can only use the
dividends resulting from the 50 percent of the shares it
holds for expanding reproduction and for collective
welfare projects. With regard to the 50 percent of the
shares held by the natural villages, those shares cannot be
divided, transferred, redeemed, nor serve as collateral,
without the consent of the meeting of the representatives
of shareholders and the approval of the township peo-
ple’s government; the dividends resulting from the
shares can only be used for expanding reproduction. The
dividends cannot be directly distributed to the villagers
in the forms of shareholding rights and dividend funds.

3. The township limited-liability joint-stock investment
company. The relatively standard joint-stock investment
companies were established on the basis of the joint-
stock cooperatives of the two levels. This was the cre-
ation of Henggang Township. The company has the
allied joint-stock cooperatives of the various administra-
tive villages as the shareholders, while making use of the
investments made by the township residents, compa-
triots from Hong Kong and Macao and overseas Chi-
nese. There are ordinary shares and priority shares.
According to the regulations, of the profits of the com-
pany, 40 percent is to be used for expanding reproduc-
tion; 40 percent is to be used as dividends and bonuses
for the shareholders; and 20 percent is to be used for
improving the social welfare projects of Henggang Town-
ship. The company uses the management system charac-
tetized by the system of the general meeting of share-
holders—the board of directors—manager. '

The establishment of the joint-stock system at the three
levels represents the negation of the past three-tier own-
ership system based on administrative relations. The
joint-stock organizations of the three levels are all inde-
pendent legal persons enjoying equal legal status. Eco-
nomically, the practice of shareholding is used. That is,
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‘the lower-level organizations are all shateholders of the
upper-level organization. In this way, it is possible to
maintain the independent-partner status of the organi-
zations at all levels, while keeping the links that the
community organizations have always maintained and
find it difficult to sever all at once. The existence of the
township joint-stock company can facilitate the gath-
ering of idle funds so as to achieve returns to scale. In
this way, some of the projects which the villages want to
undertake but are incapable of doing so can now be
undertaken. In terms of business operation, the township
company can act as a model and provide guidance for
the villages, and lead the village (allied) joint-stock
cooperatives in adopting the standard joint-stock
system. ‘ - :

II1. The Direction of Development of the Rural
Joint-Stock Cooperative System

The growth of the rural joint-stock cooperative system
on the one hand has economic development as its
precondition, but on the other hand has also further
stimulated economic growth. But, as a system, the rural
joint-stock cooperative system is only one of a prelimi-
nary type. Obviously, the government has allowed it to
retain many non-economic elements which are in con-
flict with market economy. And, it is exactly such
conflicts that generate the demand for further develop-
ment of the rural joint-stock cooperative system. The
overall principle governing its development should still
be to give more effective play to the role of individual
initiative, so as to achieve the rational allocation and full
utilization of resources in society. The general direction
of the development should be the evolution of the
joint-stock cooperative system into a quasi-standard or
standard joint-stock system. Thus, it is first of all neces-
sary to achieve standardization in relation to some
nonstandard practices under the joint-stock cooperative
system - according to the standards of the joint-stock
system, and then introduce formal changes in the system.
Specifically, standardization efforts should be made in
the following areas: .

(1) Give property rights to sharcholders Presently, under
the joint-stock cooperative system, whether of the enter-
prise type or of the community type, the members’
shareholding acquired through appraisal of the common
properties of the preexisting collective organizations
(enterprises) only results in rights to distribution bene-
fits. The biggest defect in the shareholding practice
remains: that the property rights of collective organiza-
tions have not been made totally clear and remain only
rights to welfare benefits. They “are effective only when
the relevant people are alive but not when they are
dead,” and are not real property rights. As a result, the
members of the collective organizations only care about
the distribution of the particular year concerned, but are
not highly concerned about the increase in the value of
their stock, that is, the increase in the value of the assets
as a whole. On the other hand, the members of the
collective organizations are both shareholders and col-
lective owners of the assets, while some owners are also
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managers. Consequently, the management rights and
ownership rights are highly integrated. Furthermore, the
administrative and economic relations within the collec-
tive organizations are also very closely knit. All this is
unhelpful to the functioning of the economic organiza-
tions in a highly efficient manner. In addition, as shares
are given only to one with a resident permit of a
collective organization, many people would not lightly
give up their residence permits because they do not want
to give up their given shares which entitle them to certain
benefits. Things would be different only when compen-
sated transfers are allowed. As a result, there have
occurred such phenomena as men moving into their
spouses’ households and some people refusing to take
jobs or to become cadres. In the end, such a situation can
create a peasant aristocracy which lives on others’ labor.
This will be very unhelpful to the further development of
cooperative organizations. The fundamental way to
solve this problem is to give property rights to the
shareholders. The concrete method is to appraise the
common assets created jointly by the members of a
collective organization, and then make each member the
owner of a definite amount of assets. This can be done in
a compensated or uncompensated way, depending on the
views of the members of the organization. After that, a
certificate of property rights is issued to each member
who will not be able to redeem the certificate, but can
transfer, use as collateral, give away or bequeath the
certificate. The state can impose taxes on the transfer
and inheritance. Only such a method can facilitate the
formation of the property rights market.

(2) Clearly define the property rights of collectives (enter-
prises) In order to ensure that collectives can carry out
routine accumulation so as to expand collective
economy, when issuing shares under the joint-stock
system, many localities often retain a certain portion of
thie shares as collective shares. Actually, before con-
ducting distribution, the collective organizations,
whether of the enterprise type or of the community type,
are all required to retain some funds to be used as
collective accumulation funds, public project funds and
funds for the development of production. Those accu-
mulation tasks must be accomplished whether there are
collective shares or not. And the funds thus accumulated
are not to be distributed to individuals. Therefore, in our
view, on the one hand, it is not, in fact, very meaningful
to have collective (enterprise) shares. If the amount of
accumulation as being achieved is felt to be insufficient,
one can raise the accumulation rate through holding
meetings of representatives of shareholders or revising
the regulations. On the other hand, the collective (enter-
prise) is a dynamic, changing entity composed of mem-
bers. The situation created by the existence of those
shares is rather confusing and is similar to the past
situation where “everyone was an owner in name, but no
one was an owner in fact.” The concrete method of
clearly defining collective property rights is to issue only
individual shares but not collective shares after the
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appraisal of the assets. That is, those shares will become
individual shares, and give the individuals complete

property rights.

(3) Turn the community cooperative organization into an
enterprise In rural China, the community cooperative
organization has always been a politico-economic orga-
nizational system which integrates functions in the areas
of production, circulation, distribution, land manage-
ment, the management of common properties, commu-
nity services and administrative management; such a
situation is extremely unhelpful to the adequate perfor-
mance of economic functions. Thus, the separation of
the political and economic functions has always been the
main objective in the rebuilding of the community
collective organization. When the community collective
economic organization shakes off the system combining
political and economic functions and becomes an inde-
pendent enterprise legal person, the best system that the
organization can select is the following: The community
collective organization evolves into a joint-stock com-
pany which uses the organizational system characterized
by the system of the general meeting of sharecholders—
the board of directors—manager. Under the existing
joint-stock cooperative system, the top administrative
official of the community collective organization tends
to hold the concurrent position of chairman or manager
of the economic organization. The separation is far from
complete. There is still need for development which can
turn the organization into an enterprise and market
actor.

(4) Make property rights become market-based Both
legal-person and natural-person shareholders are actors
in the property rights market. When the community
collective organization becomes an independent legal
person and can freely trade in property rights, a property
rights market based on the prerequisite of clear property
rights would come into being. The coming into being of
the property rights market is helpful to the achievement
of Pareto optimum in the allocation of resources in
society. In terms of the procedure for opening markets, it
is proper to first open markets for trading in property
rights of township-level joint-stock companies, to attract
legal-person and natural-person shareholders from out-
side the townships, and to let the shares flow freely. At
the same time, at the village-level markets, allow internal
shares to flow within the confines of the community.
When conditions are ripe, such markets can also be
totally opened up and become fully linked up with
markets for property rights of township-level companies
as well as society-wide property rights markets, so as to
diversify and socialize property rights.

The road to achieving those standardization objectives
will be arduous and difficult, and it will take a long time.
The government, which controls system development,
should firmly adhere to the principle of basing judgment
on whether a thing is helpful to the development of
productive forces and on whether a thing is helpful to
improving the quality of life of people, and make neces-
sary arrangements along the line of the joint-stock

JPRS-CAR-93-041
21 June 1993

system in view of the demand generated in actual prac-
tice for system changes, so as to reduce, as much as
possible, the costs involved in system changes.

IS{a}e; of Agricultural Machinery Reaching New
1g

93CE0505B Beijing ZHONGGUO NONGJIHUA BAO
in Chinese 10 Apr 93 p 3

[Article by Zhou Zhimin (0719 ‘1807 2404): “National
Agricultural Machinery Sales Are ‘Off to an Auspicious
Start”’] ‘

[Text] As we enter spring this year, with China’s macro-
economy maintaining a high rate of development and
reform and opening up constantly picking up speed,
national agricultural machinery market purchases and
sales are maintaining steady growth and their structure is
clearly changing. As of the end of February, national
agricultural machinery company systematic purchases
had a gross value of 3.77 billion yuan and total sales
valued at 4.42 billion yuan, for an increase over the same
period last year of 31.5 percent and 34.8 percent, respec-
tively, setting record high levels.

In the first two months of this year, agricultural
machinery markets maintained steady growth, setting
new records each month. Although January was affected
by the New Year and Spring Festival holidays, buying
and selling were still good. Purchases were 1.5 billion
yuan and sales were 1.74 billion yuan, both nearly 20
percent increases over the same period last year. It could
be said that the slack season was not slack. In February
purchases were 2.27 billion yuan and sales were 2.68
billion yuan, increases of more than 40 percent. But it
should be noted that at the same time that total values of
purchases and sales increased, the volume of purchases
and sales of major commodities declined to different
degrees. The main reasons for this phenomenon were the

. following: The first was the influence of the inflation

factor. With the cyclical inflation of various means of
production, at each link production expenses increased
and costs became greater. A number of agricultural
machinery producing enterprises correspondingly
adjusted the prices of their products, thereby causing the
volume of purchases and sales of major commodities to
decline, but the total value of purchases and sales still
increased. Secondly, agricultural machinery companies
expanded the scope of their operations and constantly
increased the varieties with which they dealt, and quite a
few peasants converted their productive consumption to
investment in vehicles for agricultural transport and
other commodities not used on farmland.

The development of agricultural machinery markets in
provinces, autonomous regions, and municipalities
throughout the country was definitely uneven, but they
mainly increased. Except for the five provinces of Hebei,
Jilin, Anhui, Henan, and Xinjiang that declined, the
other 25 provinces and autonomous regions all increased




JPRS-CAR-93-041
21 June 1993

to different degrees. The five provinces and municipali-
ties of Guangdong, Hainan, Fujian, Beijing, and
Shanghai grew by 100 percent or more.

From the values of seven major categories and the sales
of major commodities, the structure of sales obviously
changed. This is specifically exhibited in:

1. Mechanical farm implements maintained their “main-
stay” position, but their share of total sales declined
somewhat. January-February sales were 2.14 billion
yuan, a 27.7 percent increase over the same period last
year, and their share of the total value of sales was 41
percent. But last year their share was 51 percent. There
were 6,616 large and medium-sized tractors sold, a
decline of 12.3 percent from the same period last year.
Within that, 2,676 Dongfanghong 802/75s were sold, an
11.2 percent increase, and Tieniu-55 sales had a rather
large decline, declining by as much as 58 percent, and
Shanghai-50 sales declined by 20.9 percent from the
previous year. There were 59,900 hand-held tractors
sold, a 7.6 percent decline, and 56,000 small four-wheel
tractors were sold, a 33.1 percent decline. Agricultural
transport vehicles and three-wheel agricultural transport
vehicles, after successive years of rapid growth, this year
are maintaining their great demand. In January-
February, 17,600 agricultural transport vehicles were
sold, an 85.4 percent increase, and 47,000 three-wheel
agricultural transport vehicles were sold, a 25.5 percent
increase. Tractor associated farm implement sales expe-
rienced a rather large decline. In the first two months,
sales of large- and medium-sized tractor-pulled plows,
harrows, and rakes declined from the same period last
year by 41.8 percent, 40.3 percent, and 55 percent,
respectively. There were 14,000 small tractor associated
farm implements sold, a 37.9 percent decline. Large
combines, which had once maintained brisk sales, also
declined. In January-February, 501 were sold, a 39.6
percent decline.

2. Agricultural power drainage and irrigation machinery
sales were stable. In January-February, 199,000 sets of
agricultural power machinery were sold, a 0.8 percent
increase. Within that, 43,000 electrically powered
machines were sold, a 32.3 percent increase and 155,000
diesel machines were sold, a 5 percent decline. Internal
combustion generating set sales were rather vigorous.
There were 3,486 sold, a 59.4 percent increase. There
were 91,000 water pumps sold, a 4.9 percent decline, and
1,972 irrigation sprinklers were sold, a 76.1 percent
decline.

3. Sales of other types of agricultural machinery com-
modities and nonagricultural machinery commodities
rose sharply, but repair parts, agricultural sideline
product processing machinery, and semi-mechanical cat-
egories did not change much, maintaining steady growth,
Agricultural machinery companies broadened the scope
of their business and experienced rather rapid develop-
ment of nonagricultural machinery commodities with
405 million yuan in sales, a 115 percent increase, and
other agricultural machinery commodity sales were 260
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million yuan, a 149.6 percent increase. Respectively they
made up 9.2 percent and 5.9 percent of the total value of
sales, and in the same period last year they made up 5.7
percent and 3.1 percent each. '

Problems Hamper 1993 Spring Planting

93CE0492D Beijing JINGJI CANKAO BAO in Chinese
16 Apr 93 p 2 :

[Article by staff reporter Wan Zheng (5502 1767)]

[Text] The whole year’s work depends on a good start in
spring. As the agricultural and rural situation in the first
two months of the year indicates, the important spring
plowing and preparation farming season has already
begun gradually from the south to the north. A respon-
sible person of the Rural Section of the State Statistical
Bureau issued a statement saying that both the imple-
mentation of policies and production efficiency do not
present an optimistic view about the situation of this
year’s spring plowing and farming preparation.

First, the benefits derived from water conservancy works
are lower. As of the end of February this year, peasants
engaged in the construction of water conservancy
projects had put in 4.6 billion man-days of labor and
completed 5.9 billion cubic meters of earth and stone
work. Although the overall construction scale is about
the same as the last year, the actual benefits that can be
derived are lower than in previous years. By varying
degrees the areas of new irrigated fields, restored and
improved irrigated fields, and soil erosion control have
all dropped.

Next, spring farming this year is not as well prepared as
the last year. According to a survey of 48,000 peasant
households in more than 800 counties of 29 provinces,
autonomous regions, and municipalities (not including
Tibet), the average quantities of chemical fertilizers,
pesticides, plastic sheeting, diesel oil, seeds, and other
materials actually prepared by each peasant household
have dropped by 20-30 percent from the same period last
year. The shortage is greater than the last year. Sales of
chemical fertilizers, pesticides, plastic sheeting, and so
forth by state and commercial suppliers also show a
decreasing trend.

Another problem is insufficient agricultural funds. in
January and February this year, state expenditures in
support of agricultural production totaled 588 million
yuan, down 13.3 percent from the same period last year.
As of the end of February, banks and credit cooperatives
had a balance of 215 billion yuan in agricultural loan
funds, up 7.7 billion yuan from the same period last year.
However, it is reported that only a low percentage of the
funds have reached the intended borrowers. Some of the
funds have been held up at the higher levels, and some
have been diverted by the administrative departments.
At the same time, there is not sufficient funds for other
necessary supports. It is hard to achieve the intended
results.
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According to an analysis by the Rural Section of the
State Statistical bureau, the above-mentioned problems
are caused mainly by the following:

The peasants do not see any profit in growing grain and
cotton, and they are not enthusiastic about putting more
money in it. In 1992, production costs went up but
returns on agricultural investment fell down in the major
grain-producing areas. Though the prices of grain for
state purchase contracts were increased -slightly, the
negotiated grain prices and prices of grain sold at rural
fairs dropped by a rather large margin. Hunan, Jilin, and
Hubei provinces all reported diminished returns from
growing grain, cotton, and tobacco. A balance between
the peasants’ income and expenses showed that they
suffered a loss on early rice, and that their income from
growing cotton, tobacco, and corn also took a downturn.
In February this year, the prices of agricultural means of
production rose by 7.8 percent over the same period last
year. All this is dampening the peasants’ enthusiasm to
invest in agriculture. As a result, some places have
reduced the crop-growing areas, practiced extensive
farming, cut back on agricultural input, and let farmland
lie waste.

Because of their reduced income from farming, some
peasant households in the major grain, cotton, and
edible oil producing areas do not have enough money to
buy need agricultural means of production. According to
a survey of 100 peasant households in Chishan District,
Yuanjiang City, Hunan Province, in 1993, only 45
households can raise the production funds on their own,
and the rest have to rely on loans. According to another
survey, 60 peasant households in Liquan County,
Shaanxi Province, need a total of 21,600 yuan for spring
sowing, have raised 11,900 yuan now, and remain 44.8
percent short of the amount needed. Similar reports have
also come from Shandong and other provinces.

Some major readjustments have been made to the crop-
ping pattern in various places, and the requirements for
some agricultural means of production have also
changed. Besides, because of the reduced production of
cotton and other industrial crops last year, purchases of
these crops were also cut down, and the material rewards
to peasants for overfulfilling state purchase quotas were
smaller than in previous years. All this has contributed to
the drop in the amount of agricultural means of produc-
tion prepared for this year’s spring plowing.

The responsible person of the Rural Section pointed out:
Since the latter half of the last year, the party Central
Committee and the State Council have introduced a
number of policies and measures for stabilizing agricul-
ture. It is now necessary for the local authorities and
relevant departments to strengthen macroeconomic reg-
ulation and control, conscientiously implement policies,
and adopt effective measures to solve the major current
problems, going all out to win a good harvest.
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Agriculture Official on Mechanized Farmi‘ng

93CE05054 Beijing ZHONGGUO NONGJIHUA BAO
in Chinese 17 Apr 93 p 2

[Article by Ministry of Agriculture, Agricultural Mecha-
nization Department Deputy Department Head Zhang
Chenghua (1728 2110 5478) and Comprehensive Office
Head Zhu Peiwei (2612 1014 1983): “Farm Machinery
Project Development Has Great Possibilities™]

[Text] An Undertaking With Great Possibilities

From the time in 1988 that China established the
National Comprehensive Agricultural Development
Leadership Group and the organization that it adminis-
ters until now, it has been a full four years. Now, the
projects launched by the state have expanded to 29
provinces, autonomous regions, and municipalities and

‘eleven cities listed in the plan and involve more than 900

counties and cities and more than 300 state-run farms

‘and grazing lands. Each year approximately 6 billion

yuan is invested in comprehensive agricultural develop-
ment, China’s comprehensive agricultural development

is now becoming increasingly extensive, increasingly

being invested in it, and results of the development are
increasingly improving. It injects new vitality and vigor
into China’s agricultural development. Preliminary
observations on agricultural comprehensive develop-
ment examination and acceptance of projects of units
related to state agricultural comprehensive development
run organizations in ten provinces and regions
(Heilongjiang’s Three River Plateau project; Jilin’s
Songliao Plateau project; Liaoning’s Liao River Delta
project; Henan, Hebei, Shandong, Anhui, and Jiangsu’s
Huang Huai Hai project; Xinjiang Autonomous
Region’s Miantang Base project; and Zhejiang’s Kangjia
Lake region and Jinqu Basin projects) generally reveal
improved basic agricultural production conditions and
greatly increased resistance to natural disasters. At the
same time, agricultural modernization has been
improved and there have been obvious improvements in
peasant income and living standards.

According to incomplete statistics, in the past four years
in state established development project regions, 64.84
million mu of medium and low yield croplands have
been transformed, 9.44 million mu of wasteland suitable
for farming has been reclaimed, 15.16 million mu has
been afforested, 3.19 million mu has been transformed
into grazing land, 1,798 small reservoirs have been
constructed, 18.53 million kilometers of irrigation and
drainage ditches have been constructed, 10,500 electrical
drainage and irrigation stations have been constructed,
251,000 wells have been dug with machinery, 30.12
million mu has been added to the irrigated area, 42.24
million mu of irrigated area has been improved, 15.12
million mu has been added to the waterlogged area
drained, and the drainage of 18.48 million mu of water-
logged area has been improved. In the project area,
essentially dry land has been able to be irrigated and
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waterlogged land has been able to be drained. In addi-
tion, quite a bit of barren plowland has had its fertility
increased by such measures as restoring land with straw,
planting with green manure, deep plowing to loosen the
soil, and increased mechanical application of fertilizer.
These comprehensive agricultural developments could
not be accomphshed w1thout agncultural machinery.

In China’s comprehenswe agricultural development,
agricultural projects are rather arduous. Medium and
low yield farmlands make up approximately two thirds
of China’s current 1.5 billion mu of nonirrigated farm-
land. During the Eighth 5-Year Plan, we plan to trans-
form 250 million mu of medium and low yield farmland.
Throughout the country there is presently 500 million
mu of wasteland that can be reclaimed and in the near to
mid-term we can open up 200 million mu for use.

The Eighth Five-Year Plan plans to reclaim 50 million
.mu of wasteland and add 30 million mu of new grain
tonnage fields. In addition, throughout the country there
still is more than 50 million mu of shoal area with more
than 30 million mu still undeveloped for use, and there
presently is 75 million mu of fresh water area that could
be used for cultivation; however, nearly half is not being
used for cultivation, It is necessary during this period of
comprehensive agricultural development to form a
" newly increased production capability that can generally
take on approximately half of the increased grain pro-
duction tasks. In the Eighth Five-Year Plan, comprehen-
sive agricultural development areas throughout the
country also will be divided into national development
“areas and development areas self-administered by prov-
inces, autonomous regions, municipalities, and cities
listed in the plan. The national development areas also
will be divided into key development areas and ordlnary
development areas. Presently the state is concentrating
on doing a good job on three large sections: the North-
eastern plateau, the Huang, Huai, Hai plateau, and the
Xinjiang Miantang Base. China’s agricultural machinery
project developers should combine with state key
projects and do an even better job by fully performing
their own role based on local conditions. .

Principal Measures for ngh Quallty, ngh Efﬁclency
Agriculture ‘

Agricultural machinery project ‘development 1is 'an
important component of comprehensive agricultural
development and is an important measure in China’s
development of high yield, high quality, high efficiency
agnculture In recent years with the impetus of reform
and opening up, China’s agricultural production. has
been converting from traditional farming methods to
modern, intensive methods, and has been converting
from giving priority to simply seeking yield to high yield,
high quality, high efficiency agriculture. Thus it is nec-
essary for us to adopt measures, further improve condi-
tions for agricultural production, ‘build up agricultural
reserve strength, and make fully rational use of current
resources to constantly improve comprehensive produc-
tion capability. Presently in agricultural development
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projects, vast numbers of peasants urgently demand
mechanization and gradual replacement of the “human
sea tactic” with mechanization. Typical data from Shan-
dong proves that using machinery in agricultural devel-
opment has the following good aspects:

First, it can greatly increase agricultural labor produc-
tivity. One tractor scraper can complete 500 square
meters of land a day, the equivalent of 400 man days,
and one Dongfanghong-75 tractor can reclaim 10 mu of
wasteland in a day, the equivalent of 1,700 man days. So,
using machinery in development can greatly shorten
project times. For example, it was originally planned to

“use the work of 670,000 people for one month in clearing

the silt from the Wenshui River in Angiu County,
Shandong Province. Later 180 tractors were used to clear
the silt and it only took half a month to complete.

Second, use of machinery can greatly reduce costs. A
day’s manual labor to dig a cubic meter of land costs
more than 10 yuan, but the cost of using machinery to
excavate a cubic meter of land is less than 1 yuan. Last
year in Shandong’s Huang, Huai, Hai development,
agricultural machinery completed more than 2,700 cubic
meters of land, saving more than 13 million man days
and 48.6 million yuan in investment.

Third, the developmental results from using machinery
are remarkable. Generally, comprehensive mechanized
development increases the average grain, cottor, or oil
yield of medium- and low-yield farmland by 15 percent
or more. Last year in Shandong’s Xintai City, machinery
was used to develop mountainous or poor and sandy
land. More than 200 yuan was invested in each mu. That
year the per peanut yield doubled; in only one year they
recovered their total investment. Dongying City devel-
oped saline-alkali land at the mouth of the Huang He
and mu planted in cotton yielded 75 kilograms of
unginned cotton and mu planted in paddy yielded more
than 400 kilograms. That year they recovered their
investment. In other places the agricultural development
project areas also experienced the same situation.

Panshan County in Liaoning has used machinery for
three years to reclaim wasteland, and has expanded the
area planted in paddy by 20,000 mu and the average per
unit yield reached 500 kilograms and mu that were
irrigated added 250 kilograms. Three years’ aggregate
added grain yield was 52.62 million kilograms for an
increased income of 59.85 million yuan and a net
income of 29.24 million yuan, realizing simultaneous
increases in yield and results. All of this indicates that
when agricultural administrative }department project
development entities use machinery in comprehensive
agricultural development there are many advantages
and few risks; economic results ‘and social results are
quite remarkable As soon as agricultural machinery
development projects appear, they reflect their strong

'v1ta11ty Now. the fervor for agricultural machinery

prOJect “development is flourishing throughout the .
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country. According to incomplete statistics of the Min-
istry of Agriculture, Agricultural Mechanization Depart-
ment, by the end of 1992, in addition to Shandong
Province, more than fifty agricultural mechanized devel-
opment entities at various levels throughout the country
have been organized, or preparations are being made to
organize them, Shandong Province’s development is the
fastest. In addition to agricultural machinery project
development groups and companies established at the
provincial level, there have been nearly 80 project devel-
opment entities established by counties and cities.

Seize the Opportunity To Move Toward the Market

Presently departments in charge of agricultural mecha-
nization at various levels throughout the country while
converting government functions, are actively creating
conditions and have already established or are preparing
to establish agricultural machinery project development
entities to better serve local comprehensive agricultural
development services and constantly improve their eco-
nomic returns and social returns. In the current new
reform and opening up situation, we believe that in
doing a better job of agricultural machinery project
development, we should consider the following issues:

First, we should move agricultural machinery project
development toward the large market. In China’s present
agricultural machinery project development, many
forms of management, including state management, col-
lective management, and individual management,
coexist. In the market economy, we should introduce
competition mechanisms. Because there is a large
amount invested in project mechanization, the projects
are large scale, and the tasks are burdensome, state
agricultural machinery project development enterprises
should take the lead and collective enterprises and
individual enterprises should supplement, so that the
nuraerous economic components of agricultural
machinery project development can develop together for
a long time. With the expansion of agricultural
machinery project development, we also should actively
create the conditions and gradually initiate foreign agri-
cultural project contracts and place agricultural
machinery developmental projects on foreign markets.

Second, agricultural machinery project development
should serve comprehensive agricultural development
and at the same time should actively develop multiple
types of management. From a regional perspective, the
state is still concentrating present comprehensive agri-
cultural development on doing a good job on the three
large sections of Huang, Huai, Hai; the Northeast; and
the Xinjiang Miantang Base. As far as content is con-
cerned, comprehensive agricultural development should
be primarily transformation of medium and low yield
farmland. At the same time, it also should carry out such
tasks as reclaiming wasteland, developing coastal shoals,
improving saline-alkali land, and farmland irrigation
projects to suit local conditions. After local comprehen-
sive agricultural development is completed, based on the
actual situation in each locality, they also can actively

JPRS-CAR-93-041
21 June 1993

participate in the municipal government’s development
of that locality’s railroads, highways, ports, and piers.
Shandong Province has experienced that agricultural
machinery project development for general agricultural
service takes up approximately three fourths of the year.
We believe that only by closely combining the two can
we serve comprehensive agricultural development and
constantly improve our own economic results and social
results. '

Third, agricultural machinery project development must
concentrate on major agricultural development projects
and focus their organizational forces on fighting wars of
annihilation. The experience of several localities proves
that agricultural development projects generally are
rather large scale and the areas that they administer are
rather widespread. Although using mechanization saves
a large amount of labor, it also is necessary to mobilize a
rather large amount of financial and material resources
to successfully complete the task and achieve good
results. For example, the harnessing of a small river
basin requires a prior overall plan. Only if it is harnessed
in this way, can it produce the desired results. Because

.the harnessing is large scale, it must form the mainstay

function of large project mechanization and in its orga-
nization it must have a unified plan for small agricultural
machinery, including individual household tractors, and
unified direction so that large, medium, and small
machinery work together and the initiative of all aspects
is fully utilizéd and every type of machinery is used.

Fourth, we must improve the leadership in agricultural
machinery project development. Projects to construct
farmland irrigation works and farmland capital con-
struction have often been conducted for several years,
but the agricultural machinery sector still is just begin-
ning to organize agricultural machinery project contin-
gents to engage in comprehensive agricultural develop-
ment. Now the Ministry of Agriculture has officially
established the China Huaguan Agricultural Machinery
Project Development Corporation and various local
agricultural machinery departments one after the other
have established or are preparing to establish agricultural
machinery project development entities and they are
springing up like bamboo shoots after a spring rain.
Agricultural machinery departments at every level must
seize the present opportune time and establish agricul-
tural machinery project development economic entities
and at the same time they must closely coordinate with
the agricultural sector and join in the powerful current of
comprehensive agricultural development. They must
win the attention of government leaders at every level
and the support of planning and financial sectors, raise
the necessary funds, and strive for a rapid start to
agricultural machinery project development to establish
way for agricultural production to rise to a new level of
achievement.
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Lumber Supply Becoming Scarcer

93CE0492C Beijing JINGJI RIBAO in Chinese
3May93p5

[Article by Yu Meilan (0151 5019 5695)]

[Text] Buying and selling were brisk in the lumber
market, and prices were on the rise in the first two
months of this year, which is usually the slack season for
the lumber trade. Prices of logs in February rose 15.4
percent from what they were at the beginning of the year
and were 40 percent higher than in the same period last
year, Swarms of traders are traveling to and from coastal
ports, inquiring about market prices, and even buying in
panic. Demand for lumber is on the rise and obviously
growing at an accelerating speed.

During the past two years, with the continuing growth of
the national economy, society’s demand for lumber has
begun to increase gradually. In 1991, domestic consump-
tion of lumber increased by 2 percent over the previous
year, putting an end to the falling demand year after year
during the soft period. In 1992, domestic consumption
rose another 1.8 percent. In the first two months of this
year, domestic consumption and demand increased
faster. According to statistics, domestic consumption of
lumber in January and February rose by 18 percent over
the same period last year, and the rate of increase was 14
percentage points higher than the same period last year.
The sharp increase in domestic lumber consumption
means strong market demand. On the one hand, this year
industrial production and investment in fixed assets will
continue to maintain a fairly high growth rate, and the
number of newly started construction projects also
increased sharply last year, thus expanding the demand
for lumber. On the other hand, the development in real
estate, construction at the economic development zones,
interior decoration of people’s homes, and so forth will
also grow this year. All this will inevitably increase the
demand for lumber, and the increase is expected to be
quite large.

The tightening lumber supply and demand situation is
caused by the dwindling domestic timber resources.
Ours is a country without many forests. In order to
protect the forest resources and the ecological balance,
the state has adopted a policy of limiting timber produc-
tion. According to statistics, in 1988, China’s timber
production began to fall at a 5.9 percent annual rate. Last
year, despite the obviously increased domestic demand,
timber production continued to drop by 1.7 percent.
Production once more dropped sharply in January and
February of this year, down 19.7 percent from the same
period last year, in striking contrast to the sharply rising
demand. No significant increase in timber production is
expected this year. Besides, domestic timber production
consists largely of medium- and small-diameter logs. For
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example, the commodity timber produced in Guizhou is
60-70 percent medium- and small-diameter logs. There
are not enough large-diameter and fine-quality logs to
meet demands.

Moreover, the timber supply is also diminishing in the
world market, and it is becoming more difficult to
import timber. In the past few years, to protect the
environment and ecological balance, the world’s major
timber producing and exporting countries have one after
another adopted measures to limit logging and timber
exports. For example, in order to limit log exports,
Indonesia has imposed high export duties. Malaysia has
decided to reduce logging by 1.5 million cubic meters in
Sarawak’s major timber-producing area in 1993 and
prohibit log export from Sabah. Owing to production
limitation, log production in the United States will be
reduced by 20 percent in 1992, and experts estimate that
production will be further reduced in 1993 with limita-
tions being imposed on log export. Owing to the dimin-
ishing timber resources in the world market, import
prices are rising sharply. For example, the price of U.S.
pine logs rose by 60 percent last year, and will continue
to rise this year. The price of Malaysia’s Sarawak logs has
increased from $195 last year to $260 presently. There-
fore, competition will intensify between China, Japan,
Korea, and other importing countries in the world
timber market, having an impact on the domestic
market.

Due to rising demand and diminishing resources, the
quantities of lumber in stock have also decreased rather
quickly in the past two years. China’s lumber inventory
dropped by 16.6 percent in 1991, and 24.8 percent in
1992. The falling trend continued in the first two months
of this year, and by the end of February, the lumber
inventory dropped 7.3 percent from what it was at the
beginning of the year. The turnover time also shrank
gradually from 3.6 months at the end of the last year to
2.8 months, hitting the lowest level in history. Our
ability to use what we have in stock in order to regulate
market supply and demand has obviously been weak-
ened.

The above-mentioned circumstances indicate that
domestic timber demand will continue to rise this year,
but it is very difficult to increase domestic production. If
timber import cannot be increased significantly, the gap
between supply and demand will grow wider, and timber
stocks will continue to drop. In addition to the factors of
transport difficulties and consumer psychology, the
timber supply and demand situation will become more
tense.

Therefore, the departments concerned must strive to
organize timber imports, further increase the timber
utilization rate, step up the effort to save timber and to
find wood substitutes, and maintain a balance between
timber supply and demand.
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Judges’ Status in Judicial System Discussed

93CM03084 Shanghai FAXUE [JURISPRUDENCE,
in Chinese No 137, 10 Apr 93 pp 45-47 _

[Article by Yang Kaixiang (2799 7030 3276), East China
College of Political Science and Law: “A Comparative
Study of Judges’ Status™]

[Excerpt] [Passage omitted] First, China’s most impor-
tant legal source is the many laws and rules and regula-
tions drawn up by the legislative organs. Based on these
laws and regulations, the judicial organs can exercise
their judicial power independently. In other words, in a
lawsuit, judges (generally referred to as judicial officers
in China, but because they serve the same function as
judges, they are referred to as judges here; same below)
mainly rely on laws and regulations to make his ruling.
In order to emphasize this concept of legal basis, the
three major procedural laws have specifically stipulated
the basic principle of making “facts the basis and laws
the criteria.” At the same time, legislative guiding ide-
ology also puts strict limitations on how judges may
interpret the law and set legal precedence. The purpose
of all these is to preserve the definitiveness of the law
and prevent judges from exceeding legal bounds. In this
sense, the status of China’s judges is basically similar to
that under the continental system. That is, judges assume
the role of administrator of justice within the legal
structure and are bound by laws and regulations in the
judicial process; they have very limited judicial freedom.

Second, from the point of China’s legal structure, the
judges’ role is less well-defined. In analyzing the civil and
administrative procedures, we will find that China’s
legal structure closely resembles that of a equilateral
triangle: the plaintiff and the defendant are at opposite
ends, and the judge is the referee in the middle. Except
for the fact that he must obey the law and is bound by the
law as described above, the judge is not pressured by the
parties to the lawsuit. But this is not so in a criminal case.
According to China’s criminal procedure, when
appearing in court to support public prosecution, besides
prosecuting the crime, the procuratorates which are in
charge of prosecution must also exercise their legal
supervision functions. They are not parties to the case,
but their rights and privileges exceed that of the parties
to the case, so that the structure of criminal litigation
takes on the shape of a slanted triangle. This structure
has an invisible effect on the judges, and consequently
they tend to lean prematurely toward pursuing the crime,
and besides being bound by the law, the judges are also
invisibly bound by the public prosecutor; consequently,
the judges’ supposedly impartial rulings are in fact
biased.

Third, whether we compare China’s system of
appointing judges to that of the continental system or the
British or American systems, our system is more
“random.” The people’s courts are a part of the state
organ, and judges are a part of the state’s government
functionaries; they are no different from other state
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cadres in identity and status. It requires no special
process for someone to become a judge. Generally, law
school graduates, demobilized soldiers seeking a new
profession, and cadres of other state organs make up the
bulk of potential judges. There is no special training or
test. After entering the court system and after much
practice, they will have the experience and will automat-
ically become assistant judicial officers or judicial
officers and can then handle cases independently and
become qualified judges. The qualifications of judges are
uneven; experience plays an important part. In addition,
their salary is low; they have little social status, and in
society as a whole, and even within the legal profession,
they do not play a “remarkable” role. This is another
important factor undermining the judges’ status in
China,

Finally, China’s traditional legal culture has created the
social atmosphere that determined the judges’ status.

The foundation of Chinese culture is the concept of “rule
of etiquettes” and the concept of “no litigation.” People
generally believe that “in every aspect of life, there is a
fixed rule in the relationship between people.” Time has
turned external rules into intrinsic habits. People live
and “conduct themselves” within the “provincial” order
of “rule of etiquettes.” If a lawsuit is inevitable, it is
because traditional rules have been broken. This is the
Chinese traditional legal concept, and because of that, if
there is a conflict or dispute, people do not usually think
of the judges or the law first but will consider non-
litigation approaches such as personal revenge, reconcil-
iation, or mediation. Only as a last resort will one turn to
the law (such as relying on pursue and capture by feudal
official in the old days and criminal procedure in
modern days,) and in most cases, what the two sides
want from the judge is either special clemency or expe-
diency in settling the case. People only have *“‘tempo-
rary” contact with the judge in a lawsuit, and afterwards,
they will completely forget about him. Clearly, without
recognition and admiration from the parties involved in
a lawsuit, the judges cannot display their legal authority
and in turn cannot attain legal status. Looking in from
the outside, judges are but a tool that decides what is
right and wrong.

In addition, there is another important element that
affects judges’ status in China, and that is administrative
interference. This is also a unique Chinese phenomenon,
clearly different from the continental legal system and
the British and American systems. This kind of interfer-
ence comes mainly from two sources: One, the judicial
committee and the leaders within the court system
exercise their judicial power indirectly. Generally, when
a difficult, important, or thorny case enters the process
controlled by the courts, a preliminary decision is made
after collective discussions, so that the substantive prob-
lems are solved even before the trial begins, and the
judge makes his ruling based on those decisions. In
recent years, this practice bas caught the attention of
scholars and theoreticians who are working together to
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cure this phenomenon of “judgment before trial,” “deci-
sion before question,” and “seeking instruction before
trial and submitting report after ruling.” Two, leaders of
certain administrative departments put pressure on the
judges in “leader instructed” or “leader entrusted” cases.
In academic circles, these are called “invisible law.”
Faced with these cases, judges are bound in many ways:
There are written laws and regulation, and there are
forces outside of the law, and it is very difficult for them
to exercise independent judicial power and even more
difficult for them to have judicial freedom. Moreover,
the above two kinds of extra-law interferences have
resulted in many false charges and wrongful cases, which
further undermine the judges’ image and authority.

New Yellow Peril: Prostitution Follows Prosperity

93CM02484 Hong Kong TANGTAI
[CONTEMPORARY] in Chinese Na 24, 15 Mar 93
pp 52 53

[Article by Hua Hua (5478 7520):> “Does Prosperity
Necessarily Bring Prostitution?”’]

[Excerpts] As reform and opening have gradually
brought Mainland Chinese to sneer more at poverty than
at prostitution, prostitution has spread rapidly, which
phenomenon Mainland Chinese are calling the “yellow
peril.”

Under the impact of “the theory of a socialist market
economy,” the “chicks” (prostitutes), who are roosting
in all Mainland Chinese cities, have also begun to
develop commodity-economy ideas. Such “chicks” in
luxury hotels can demand a one-time price of 1,300
yuan, which prostitution cost can be negotiated if one
thinks it too high.

For instance, such “chicks” pay 800 yuan a day rent for
a one-room, one-foyer apartment, 100 yuan a day each to
two security guards in the downstairs lobby, 100 yuan a
day each to two additional upstairs security guards, at
least 300 yuan a day for food, and other expenses, such
as medical care, clothes, and cosmetics. The high-priced
prostitutes who rent apartments in luxury hotels for
prostitution are high-class indeed, with many such
“chicks” really being college or even graduate students,
many of whom carry beepers or “cellular phones,”
making them even hlgher in cost. [passage omitted}

Almost all of the rooms w1th a view of the sea in Haikou,
Hainan are rented to “chicks” from the Sichuan-Hunan
area. These “Hainan chicks” have three business prime-
times: 1) 1600 in the afternoon, when their clients on
business trips abroad have just returned from a day of
rushing about, to eat a bowl of “Hainan chicken” to ease
their day’s fatigue. 2) About 2200 in the evening, which
is a good time to go to sleep after making love. 3) About
0500 in the morning, when most clients are well-rested
and have recovered their spirits, making it a good time to
make love until daylight. -
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A mainland friend of mine staying in a hotel on a vist to
Shenzhen from Beijing, actually received about a dozen
phone calls one night from “chicks,” asking “Good
evening sir, how are you? You have worked really hard!
You must be very tired, so how about if I join you for
some relaxation?” He later termed these nightime calls,
which kept him awake most of the night, “chicks
chirping in the middle of the night.”

Most of these prostitutes are motivated by the money,
and include peasants, workers, cadres, office workers,
and students from teenagers to 60-plus years of age. One
from Chengdu, Sichuan worked as a prostitute in Shen-
zhen for three years, earned over 400,000 yuan, then
gave it up and returned to Chengdu, where she opened a
factory and an individual commercial enterprise. Many
young girls, as well as young boys, envied her. The young
girls’ reason for envying her was that: What did she do
wrong? She accumulated money very easily without
stealing it, returning in a few years to take up a respect-
able profession, without any impact on her future.

The numbers show that while prostitution used to be
concentrated mostly in luxury hotels, it has now spread
and become classified, with high-priced “unlicensed”
prostitutes soliciting clients in luxurious five-star bars,
hotels, and related amusement sites and dining and
residential areas, mid-range ones soliciting customers in
restaurants, coffee shops, dance halls, and karaoke clubs
scattered all over, and low-class ones working out of
small hotels, streetside stalls, and barber shops. As to
prostitution sites, hotels make up 34.2 percent, rented
rooms 30.6 percent, residential housing 9.3 percent,
roadside stalls 8 percent, luxury housing 4.9 percent,
streets 4.6 percent, cars 2.5 percent, barber shops 2.1
percent, and other places 8 percent. With such a long
“battlefront,” so many locations, and such a broad scope
of business, public security officers are left powerless
[passage omitted]

A survey shows that from 1985 to 1992, the city of
Shenzhen alone discovered 20,641 cases of STD [sexu-
ally transmitted disease], including 7,235 female and
13,386 male. It needs to be noted that STD has already
infected innocent children, with Shenzhen alone having
discovered 54 under-age-10 children with STD.

Statistics from the Shenzhen Public Security Bureau
show that the makeup of prostitute clients is 41.4 percent
from outside of mainland China and 59.6 percent main-
land Chinese, including 5.9 percent peasants, 3.9 percent
cadres, 11.1 percent office workers, 1.9 percent factory
managers (directors), 15.2 percent individual enterpre-
neurs (including taxi drivers), and 21.6 percent unem-
ployed, showing that the makeup of prostitute clients is

spreading to all levels of society.

As to this yellow peril’ on Mainland China, there is much
debate with little consensus. Some say that this yellow
peril’ does not affect the overall situation, with stability
being expressed mainly politically, so that except for
being offensive, this yellow peril’ has no other harmful
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impact. Others say that prostitution is a historic phe-
nomenon of international proportions, so that a little
more yellow peril’ during the current reform, opening,
and economic invigoration is not necessarily alarming.
Still others note that as the strong reemergence of the
yellow peril’ would be hard to root out anyhow, there
would be no sense in wasting energy in a drive against it.
[passage omitted] ' '
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Moreover, it is said that the growth of the sex trade can
stimulate the economy, by invigorating the tourism,
catering, amusement, and taxi industries, with the expe-
rience of the “four little dragons” showing that “poverty
is sneered at more than prostitution,” and their “chicks”
now becoming increasingly younger. I do not know, did
Hong Kong and Taiwan need “prostitution” first to
become ‘““prosperous”?
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Work Report of Llaonmg People’s Congress
Standing Committee

93CE(04914 Shenyang LIAONING RIBAO in Chinese
10Mar93pp 1, 3

[Work report by Liaoning Provincial People’s Congress
Standing Committee Vice Chairman Yu Xiling (0060
1585 1545) at the First Session of the Eighth Liaoning
Provincial People’s Congress on 2 March 1993: “Work
Report of the Liaoning People’s Congress Standing
Committee™]

[Text] Fellow deiegates: ‘

I have been asked by the Seventh Provincial  CPC
Standing Committee to report on the work of the Sev-
enth Provincial Standing Committee over the last five
years for your consideration.

The five-year term of the current CPC Standmg Com-
mittee has been one in which Liaoning has overcome a
host of difficulties and-continued to make bold advances
along the road of socialism with distinct Chinese char-
acteristics. The Standing Committee has been guided by
Comrade Deng Xiaoping’s theory on developing
socialism with distinct Chinese characteristics, held
unswervingly to the party’s basic line of “one China, two
basic points,” acted on the basis of the work of the Sixth
Liaoning CPC Standing Committee, under the leader-
ship of the Provincial Party Committee, and with the
support of the Provincial Government and Liaoning’s
courts, procuratorate, and all municipal, county, and
district people’s congresses and their standing commit-
tees, conscientiously exercised all of our constitutional
and legal duties, worked democratically, in accordance
with the law, and positively, better displayed our role as
a local organ of state power, and contributed to Liaon-
ing’s socialist modernization and the successful develop-
ment of all causes.

During these five years, we have drawn up, considered,
and passed 82 local laws and regulations, including 30
that were considered and drawn up, seven that were
ammended, and 45 that were considered and passed.
These local laws and regulations included 40 in the field
of economics, 15 in the area of education, S&T, culture,
and public health, seven involving public security adju-
dication, 10 involving the development of state power,
four concerning social activities, and six on autonomy of
nationalities, They have changed Liaoning’s lack of
legislation in certain areas, providing legal guarantees for
our economic and social development. The Standing
Committee has heard and considered 100 work reports
in pertinent fields by our “one government (executive)
and two (judicial) bodies (the courts.and the procurator-
ate),” of which 48 were in the field of economics, 16 were
in the area of education, S&T, culture, and public health,
16 involved public security adjudication, 13 concerned
Chinese nationals living abroad, and seven were in other
fields, as well as making 37 resolutions and decisions on
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significant matters throughout Liaoning in areas such as
political, economic, and social, and on key issues of
public concern. In these five years, we have organized
seven CPC-focused inspections, 24 special mspectlons,
and six NPC [National People’s Congress] inspections of
Liaoning, with provincial CPC Standing Committee and
all special committee members conducting large-scale
inspections, examinations, and surveys, which have
enhanced the legal and work oversight of our “one
government and two bodies,” and promoted the socialist
democracy and legal development of Liaoning Province.
During these five years, the Standing Committee has
legally appointed and dismissed 489 government func-
tionaries, of whom 95 were provincial government
employees, 351 were court and procuratorate staff, two
were CPC special committee members, and 41 were
Standing Committee functionaries.

The current Standing Committee has exercised its
authority in accordance with the law, reinforcing our
work mainly in the following areas. .

1. We Have Adhered to the Four Basic Principles by
Bringing Our Functions Into Full Play To Ensure
Social and Polltlcal Stability.

Sustained economic growth and national prosperity and
development require a stable and united social and
political climate. Without social and political stablhty, it
would be impossible to achieve reform, opening, and
economic development. In the last five years, the
Standing Committee has maintained adherence to the
four basic principles as our country’s founding principle,
by making the maintenance of political and social sta-
bility our prime focus, paying regular attention to certain
key matters and issues affecting stability and unity,
conducting surveys and studies, organizing inspections,
focusing on legislation, enhancing oversight, expediting
the resolution of issues, and promoting social stability.
In 1988, directed at the political and economic condi-
tions of the time, the Standing Committee promptly
drew up the “Resolution on Conscientiously Studying
and Implementing the NPC Standing Committee’s
(Decision on Strengthening Democracy and the Legal
System To Maintain Stability and Unity and Ensure the
Success of Reform and Development)” which, combined
with Liaoning’s realities, presented specific demands in
the areas of developing socialist democracy, reinforcing
the socialist legal system, and consolidating and devel-
oping a stable and united political order. During the
political disturbances in the spring and summer of 1989,
the Standing Committee firmly supported the correct
decisions made and resolute actions taken by the Party
Central Committee and State Council by taking a clear-
cut stand against the turmoil, drawing up the “Resolu-
tion on Thoroughly Curbing the Turmoil and Consoli-
dating and Developing a Stable and United Political
Order,” and calling on the people of all nationalities
throughout Liaoning to oppose the turbulence, preserve
the sanctity of the constitution and the law, and main-
tain socialist democracy and legal institutions, which
played a positive role in preserving Liaoning’s social
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stability and ensuring the success of improvement, rec-
tificaion, and intensification of reform. The Standing
Committee also promptly drew up the “Liaoning Regu-
lations on Applying the (PRC Law on Assemblies,
Parades, and Demonstrations),” which provided a legal
basis for guaranteeing citizens the correct exercise of
their democratic rights and preserving social stability.

Doing a good job of maintaining public order and
considering the immediate interests of the masses are
also prerequisies for the success of reform, opening, and
economic development. During these five years, the
Standing Committee has made public order its major
focus in ensuring social stability and economic develop-
ment, through hearing and considering the pertinent
public order work reports by our “one government and
two bodies,” organizing CPC delegates and Standing
Committee members to conduct inspections, investiga-
tions, and surveys, and inviting some CPC delegates to
criticize the overall public-order control work of our
“one government and two bodies,” which has enhanced
the oversight of our public-order control work. In 1991,
the Standing Committee drew up the *“Resolution on
Strengthening Overall Public-Order Control Work” and,
in 1992, when organizing a CPC delegate inspection, also
drew up the “Resolution on Further Improving Overall
Public-Order Control Work,” presenting further
demands for Liaoning’s overall public-order control
work. The Standing Committee also drew up public-
order legislation, such as the “Liaoning Regulations on
Curbing Gambling” and the “Liaoning Rules on Encour-
aging and Protecting Personnel Who Are Ready To Take
Up the Cudgels in the Just Cause of Preserving Public
Order,” which played positive roles in cracking down on
gambling, wiping out repulsive social phenomena, and
mobilizing the masses to play an active role in public-
order control work.

1. We Have Maintained Our Focus on Economic
Development in Order To Ensure and Promote the
Success of Reform, Opening, and Economic
Development.

The Standing Committee has discovered through prac-
tice that local CPC work must focus on the development
of democratic legal institutions to promote economic
development. Our Standing Committee work has
adhered to bringing socialist democracy into full play, by
organizing the people to exercise their democratic rights
as the masters of their own fates, mobilizing the initia-
tive and creativity of the masses in developing socialism,
and making enhanced local legislation and legal over-
sight a key part of our agenda, which have provided fine
legal guarantees and a good social climate for economic
development. During these five years, the Standing
Committee has focused on reform, opening and eco-
nomic development, with 48.8 percent of all of the laws
and regulations that we drew up and passed in the five
years being in the field of economics, such as the
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“Liaoning Regulations on Labor Unions in Foreign-
Invested Enterprises” and the “Liaoning Rules on Eco-
nomic-Contract Contracting by Agricultural Collec-
tives” that we considered and passed in 1990, the
“Liaoning Regulations on Commodity Quality Over-
sight” and the “Liaoning Rules on Crop and Seed
Management” that we considerd and passed in 1991,
and the “Dalian Economic and Technological Develop-
ment Zone Regulations” that we considered, passed, and
ammended in 1992, all of which have played a positive
promotional role in strengthening Liaoning’s macroeco-
nomic regulation and control and economic order,
speeding up reform, expanding opening, promoting sus-
tained and steady agricultural development, and
improving the operation of our large- and medium-sized
enterprises. During these five years, 48 percent of all
government work reports heard and considered by the
Standing Committee have been in the field of eco-
nomics, with 11 resolutions and decisions having been
made on key issues in economic work, such as the
opening to the outside world of the Liaoning Peninsula,
the implementation of the “Enterprise Law,” the invig-
oration of Liaoning through S&T, the development of
agriculture, the legalization of taxation, the two increases
and two savings, the lightening of peasant burdens, and
the development of township enterprises. The Standing
Committee has also focused on enhancing and
improving examination and oversight of national eco-
nomic and social development planning and budgeting
and accounting enforcement. Through mid-year surveys
and inspections, we have heard, considered, and exam-
ined government reports on planning and budgeting,
making certain positive suggestions, criticisms, and rec-
ommendations. As to the application of economic laws
and regulations and certain key matters affecting eco-
nomic development, the Standing Committee has orga-
nized NPC delegates and Standing Committee members
to conduct certain special inspections, examinations,
and surveys, which have played an oversight role and
promoted economic development.

Since the beginning of 1992 in particular, the Standing
Committee has conscientiously learned from the spirit of
Comrade Deng Xiaoping’s key speeches and the Polit-
buro’s Plenary Session, by freeing up our thinking,
converting our ideas, clearing out “leftist” ideas and
thinking that obstruct the development of CPC work,
further asserting our ideological focus on economic
development, and clarifying that all CPC work must
serve to push speeded up reform, opening, and economic
development to new heights. The Standing Committee
has acted according to the principle of the *“three contri-
butions,” by inventorying 95 previously drawn up local
laws and regulations, and making suggestions and reso-
lutions on ways to deal with them. In the first half of
1992, the 28th Session of the Standing Committee heard
and considered the provincial government’s “Report on
Further Freeing Up Thinking, Intensifying Reform,
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Expanding Opening, and Acceleraing Economic Devel-
opment.” In the last half of 1992, the Standing Com-
mittee focused on inspecting and examining the imple-
mentation throughout Liaoning of the “Enterprise Law”
and the State Council’s “Regulations on the Conversion
of Operating Forces by State Industrial Enterprises,” by
hearing and considering provincial government work
reports on the enforcement of the “Enterprise Law” and
these “Regulations,” making the pertinent resolutions,
demanding widespread and thorough study, publicity,
and enforcement of these regulations, and taking further
effective steps to achieve enterprise independence, con-
scientiously convert government functions, and intensify
related reforms, which played a key role in improving the
operation of Liaoning’s large- and medium-sized enter-
prises and speeding up our economic development.

III. We Have Promoted the Development of Al Causes,
Such as Education and S&T, in Order To Enhance Our
Development of the Socialist Spiritual Civilization.

The Standing Committee has exercised its authority
focused on economic development, persistently adhered
to the principle of rigorous emphasis on developing both
the socialist material and spiritual civilizations, and
actively pushed forward with the development of all
Liaoning causes, such as education, S&T, culture, public
health, minority nationalities, overseas Chinese affairs,
religion, and family planning. In order to promote S&T
advances and spur S&T to become oriented toward the
major battlefront of economic development, in the last
five years we have drawn up the “Liaoning Regulations
on Technology Market Management,” considered and
approved rules on S&T advances drawn up by cities,
such as Shenyang and Dalian, drawn up the “Resolution
on Relying on S&T Advances To Invigorate Liaoning’s
Economy,” and inspected and investigated the imple-
mentation of laws and regulations, such as the “Technol-
ogy Contract Law” and the “Patent Law.” In order to
vigorously develop education, give priority to the stra-
tegic importance of educational development, and raise
the level of thought, morality, and science among the
people of all nationalities, the Standing Committee has
ammended the “Liaoning Rules on Nine-Year Compul-
sory Education,” focused on enhancing primary educa-
tion, expanded vocational education,. and conducted
many surveys and studies of issues, such as reinforcing
ideological and political indoctrinaion. In the interests of
the prosperity of socialist culture, the SC has drawn up
the “Liaoning Regulations on Book and Press Publica-
tion Management,” and ammended the “Liaoning Rules
on Culture Market Control” and the “Liaoning Regula-
tions on Radio and TV Equipment Protection,” all of
which have played positive roles in enhancing our cul-
ture-market control, promoting the anti-“pornography”
and “six vices” campaigns, and wiping out repulsive
social phenomena. The Standing Committee has also
drawn up the “Rules on Preventing Noneugenic Births,”
ammended the “Family Planning Regulations,” and
made the “Resolution on Further Reinforcing Family
Planning To Strictly Control Population Growth,”
which have further enhanced our family planning
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inspection and oversight, and made positive contribu-
tions toward the realization of Liaoning’s population-
control goals, the adherence to eugenic childbearing, and
the improvement of our population quality.

The Standing Committee has considered and passed
autonomy and special regulations on minority nation-
ality autonomous counties, and organized inspections
and investigations of the enforcement of the “Regional
National Autonomy Law,” which have enhanced our
oversight of minority nationalities and religious work,
and steadily reinforced the close unity among the people
of all nationalities throughout Liaoning.

IV. We Have Gone All-Out To Promote Rule by Law in
Liaoning by Enhancing Oversight and Reinforcing Our
Socialist Legal System.

Rule by law in Liaoning is the specific practice in
Liaoning of the Party Central Committee’s principle of
“Rule by Law in China.” It has been of key significance
to our further reinforcing Liaoning’s democratic legal
system, preserving social stability, and speeding up
reform, opening, and economic development. In our
all-out development of universal legal education, Liaon-
ing’s Benxi City took the lead in initiating rule of the city
by law in 1986, after which 14 cities and most counties
and districts launched rule-by-law campaigns, which
gradually evolved a macroclimate of rule by law. The
Standing Committee acted on the basis of conscien-
tiously summing up and fully affirming the experiences
of all areas in initiating universal legal education and
rule by law, by drawing up in May 1991 the “Resolution
on In-Depth Legal Publicity and Education, and Initia-
tion of Rule by Law in Liaoning,” after which we
considered and passed application plans for administra-
tion by law of the provincial government and for the
resolution on the rule of Liaoning by law for the courts
and procuratorate, which further promoted the in-depth
development of universal legal education, steadily drove
all Liaoning causes and work onto a legal track, and
elevated our legal institutions to a new stage.

The crux of rule by law in Liaoning is to make all causes
and work operate strictly according to law. In order to
achieve this objective, the Standing Committee made its
resolution on rule by law in Liaoning, after which we
passed, publicized, and implemented the “Administra-
tive Procedural Law” and oversaw and promoted
administration and rule by law of our *“one government
and two bodies,” as well as emphasizing oversight of
enforcement, inspection, and public security adjudica-
tion. In 1989, the Standing Committee resolved to
launch an all-province general enforcement inspection,

by organizing and guiding state organs at all levels,
" people from all walks of life, and the broad masses,

particularly leading cadres, the enforcement sector, and
enforcement personnel, to conduct a general investiga-
tion of the enforcement of laws and regulations. This
general enforcement inspection lasted almost a year,
gradually clearing up enforcement problems throughout
Liaoning, emphasizing the investigation and redress of a
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group of legal violations, enhancing the legal conscious-
ness of the vast numbers of cadres and the general public,
and promoting Liaoning’s legal institutions. Based on
this general enforcement inspection, the Standing Com-
mittee also reinforced its regular enforcement inspec-
tions, by giving yearly priority to investigating the
enforcement of several key laws and regulations, for each
of which the Standing Committee heard and considered
one or two reports from our “one government and two
bodies” on the enforcement of laws and regulations.
During these five years, we have inspected and investi-
gated the enforcement of a series of key laws and
regulations, such as the “Administrative Procedural
Law,” the “Enterprise Law,” the “Land Management
Law,” the “Compulsory Education Law,” the “Regional
National Autonomy Law,” and regulations drawn up by
the CPC Standing Committee, such as the “Culture
Market Management Regulations,” the “River Course
Management Rules,” the “Regulations on Protecting the
Legitimate Rights and Interests of Consumers,” the
“Rules on the Protection of Minors,” and the “Regula-
tions on Peasant Burdens and Labor Management,”
which have ensured the enforcement of our laws and
regulations. We have enhanced our oversight of public
security adjudication, which has been a key link in
developing our legal system. The Standing Committee
has promoted and overseen the implementation every-
where throughout Liaoning of the “Temporary Provi-
sions on the Oversight and Judicial Work of Local
People’s Congress Standing Committee Members at All
Levels Throughout Liaoning,” while requiring the
hearing and consideration according to provision of
pertinent work and special reports by our “one govern-
ment and two bodies,”” the prompt presentation of ideas
and suggestions and, through inspections, investigations,
and surveys, oversight of the correct application of laws
and regulations by the government and the two (judicial)
bodies, a legal crackdown on all illegal activities, and a
conscientious punishment of all violations of law. The
Standing Committee has made the hearing of civil
appeals and charges a key part of its enhancement of
judicial oversight. During the five years, it has received
26,255 letters and visits from the public. Through
redressing and dealing with severely mishandled cases,
such as that in Taian County of three lawyers and several
cadres and police violating discipline to the extent of
causing injury and death, which had such a great impact,
we have effectively encouraged public security and judi-
cial organs to act in strict accordance with the law,
reinforced our enforcement corps, steadily improved our
enforcement quality, maintained the sanctity of the law,
and protected legitimate civil rights and interests.

V. We Have Reinforced Delegate Work and the
Establishment of Grass-Roots Political Power by
Promoting the Development of Socialist Democratic
Government.

The crux of China’s socialist democracy is that the
general public “is the master in running its own country
and enjoying broad democratic rights.” In order to fully
reflect the public will, conscientiously exercise its own
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functions, and ensure the people the right of being the
master of their own destinies, the Standing Committee
has paid constant attention to maintaining links with
delegates and bringing the role of delegates into full play.
During these five years, the Standing Committee has
constantly improved and perfected its methods and
measures for keeping in close touch with delegates, by
conscientiously hearing dissent from delegates and the
general public, which has strengthened our ties with
people’s delegates and the general public. In addition, we
have held delegate-proposal forums and delegate work-
experience exchange conferences, actively publicized
and implemented the “Delegate Law,” and steadily
reinforced and improved our handling of motions by
delegates, suggestions, criticisms, and views, which has
further improved our state-organ work, by keeping close
ties among the party, the state, and the general public.
During these 5 years, the Standing Committee has con-
sidered and dealt with 28 delegate motions passed on by
the CPC Presidium, four of which legislative proposals
were draan up as local legislation through Standing
Committee consideration and approval; we have
received 2,490 suggestions, criticisms, and recommenda-
tions presented by delegates after study and handling by
pertinent organs and organizations, which have resolved
a number of longstanding key unresolved problems of
concern to delegates and the public; as to “hot” topics
and key suggestions reported by delegates as being of
widespread public concern, such as public order, market
prices, peasant burdens, living conditions of employees
in losing enterprises, education costs, salary arrears in
rural public schools, and minority nationality, overseas
Chinese, and religious work issues, the Standing Com-
mittee has organized certain special inspections and
investigatons, some of which have been put on our
legislative agenda, brought corresponding resolutions,
and promoted problem resolution and work develop-
ment. In the last several years, people’s congresses at all
levels throughout Liaoning have initiated delegate-
discussion activities, which have brought the role of
delegates into fuller and more effective play. The
Standing Committee has affirmed these new delegate-
work experiences, by inviting more nonvoting delegates
to Standing Committee meetings in 1992, and asking
them to consider and discuss the relevant work of the
government and the two (judicjal) bodies, in order to
bring the role of delegates into fuller play.

A key task and mission for our people’s congress system,
as China’s basic political system of establishing, consol-
idating, and improving democratic government, is to do
a good job of building local political power at all levels,
particularly at the grass roots. The current Standing
Committee organized and directed the elections of
county and township people’s delegates in 1989 and
1992. Under the leadership of party committees at all
levels, we brought democracy into full play, acted strictly
according to law, and elected people’s delegates to the
public’s satisfaction, as well as county and township
group leaders who met the needs of cadres during the
four modernizations, which consolidated our people’s
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democratic regime, and enhanced the democratic legal
concepts and sense of being the masters of the people of
all nationalities. The Standing Committee summed up
the experience of some townships in setting up township
people’s congress presidium chairmanships, by requiring
in the 1989 county and township elections the general
establishment of township people’s congress presidium
standing chairmen and secretaries, and in 1990 holding
an all-province township people’s congress presidium
work experience exchange conference, and considering
and passing the “(Trial) Work Regulations for Township
People’s Congresses in Liaoning.”- This enhanced our
township people’s congress and congress presidium
work. At present, 95 percent of townships throughout
Liaoning have set up township people’s congress pre-
sidium professional standing chairmen, and 90 percent
of township people’s congress presidiums have gone into
full operation. Practice has proved that enhancing and
improving our township people’s congress presidium
work is a key step in bringing the role of delegates into
full play and building real socialist democratic govern-
ment. It is of key significance in adhering to and
improving the people’s congress system, in order to
ensure that the people are the masters of their fate.
Meanwhile, the Standing Committee has overseen and
investigated the enforcement of the “Peasant Committee
Organizational Law” and the “Urban Neighborhood
Committee Organizational Law,” and drawn up applica-
tion provisions, which have further promoted the estab-
lishment of grass-roots democratic government.

VL. We Have Further Reinforced the Standing
Committee by Steadily Improving Our Work Quality.

Reinforcing the CPC Standing Committee is both a key
condition for improved CPC work and a major link in
adhering to and improving the people’s congress system.
In order to adapt to the needs of the new conditions and
missions of reform, opening, and in-depth development
of our democratic legal institutions, the Standing Com-
mittee has steadily reinforced itself. In these five years,
the Standing Committee has paid great attention to
studying and enhancing ideological development. In
order to adhere to a correct CPC orientation and exercise
our functions better, the Standing Committee has
adhered to a planned and realistic study of basic Marxist
theory, the party’s line, principles, and policies, and the
Constitution and the law, particularly the theory of
building socialism with distinct Chinese characteristics,
by constantly freeing up our thinking and transforming
our concepts, so as to adapt to the higher demands
placed on CPC work by the new conditions of reform,
opening, and development of a socialist market
ecconomy. The Standing Committee has also fully
summed up Liaoning’s basic experiences in a decade of
local CPC Standing Committee work, by more conscien-
tiously adhering to and relying on the leadership of the
party, exercizing our authority in accordance with the
law, and adhering to and improving the people’s con-
gress system. The Third Session of the Seventh CPC
elected the five special committees of the CPC Internal
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Affairs Judiciary Committee, the Finance and Eco-
nomics Committee, the Rural Economy Committee, the
Education, Science, Culture, and Health Committee,
and the Chinese Nationals Living Abroad Committee, as
well as adding offices and organs such as a research and
a legal system office, which further reinforced and
improved the organization of the CPC and its Standing
Committee. The establishment and initiation of work by
each of these special committees have raised our
Standing Committee work quality and efficiency. In
recent years, in areas such as studying, considering, and
drafting motions, hearing special work reports by our
“one government and two bodies,” conducting enforce-
ment investigations, and carrying out inspections, sur-
veys, and studies, they have helped the Standing Com-
mittee by doing a large amount of excellent and effective
work, which has played a key role in reinforcing CPC
and Standing Committee work. Drawing up better regu-
lations is a key item in enhancing Standing Committee
work. In the last five years, the CPC and its Standing
Committee have drawn up laws and regulations such as
the “Standing Committee Rules of Procedure,” the
“Regulations on Strengthening Ties to Delegates,” the
“Congress Rules of Procedure,” and the “Standing Com-
mittee Work Regulations,” as well as a series of work
regulations such as chairman conference regulations,
rules of procedure for all special committees, and con-
ference regulations. These laws and regulations have
further ordered, standardized, and legalized CPC and
Standing Committee work, which has contributed to a
better display of democracy and higher work efficiency
and quality. The Standing Committee has initiated thor-
ough investigations and studies, constantly reinforced
the theoretical research on and publicity of CPC regula-
tions, reinforced in various forms its ties to municipal
and county (district) people’s congresses and their
standing committees, and launched certain joint inspec-
tions, investigations, and surveys, which has made our
Standing Committee work more effective.

In addition, the Standing Committee has also paid
attention to foreign affairs work by visiting countries
such as Japan, (North) Korea, and the former Soviet
Union, and establishing links with legislatures in friendly
cities in countries such as Japan, (North) Korea, Italy,
and Romania, which have promoted mutual under-
standing and cooperation with these countries, and con-
tributed to closer friendship between the peoples of all
countries.

A review of our work over the last five years shows that
we have gained the following understandings about
improving our CPC Standing Committee work: 1) We
must adhere to and rely on the leadership of the party, by
conscientiously studying and implementing the Party
Central Committee’s line, principles, and policies, as
well as closely understanding the plans, decisions, and
intentions of party committees at the same level, being
adapt at turning party decisions and stands into national
will through legal procedures, taking the initiative to
obtain the leadership of party committees over CPC
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work, and using the exercise of the authority granted to
us by the state to realize and consolidate the party’s legal
leadership standing. 2) We must focus closely on the key
task of economic development, by giving priority to
building a democratic legal system, conscientiously exer-
cising all authority granted by the constitution and law to
the CPC and its Standing Committee, exercising our
local legislative authority, exercising legal and work
oversight over our “one government and two bodies,”
and deciding that key matters of our administrative
region and appointments and dismissals of government
cadres all be focused closely on the key item of economic
development, in order to provide a fine social climate for
economic development, and ensure that the Party’s basic
line is smoothly enforced. 3) We must take an active

initiative to improve our service to delegates, by helping

the people’s delegates to know legislative details, better
participate in political and legislative affairs, represent
the people in exercising their right to run state affairs,
and exercising the function of the people being the
masters of their own fate, which not only will promote
socialist democratic government and further improve
the people’s congress system, but also will better enable
the Provincial CPC and its Standing Committee to
become the key democratic means of maintaining ties
with the public, reflecting the public will, and resolving
conflicts, in order to strengthen the party’s ties to the
masses. 4) We must do a conscientious job of study and
research by bringing the CPC Standing Committee
advantages of being able to conduct thorough grass-roots
studies and research into full play, emphasizing the need
for the CPC to make in-depth studies of key issues of the
most concern to the public, seeing conditions clearly,
dealing with problems correctly, and acquiring first-
hand data, all of which are necessary to exercise our
authority correctly and raise our legislative quality. 5)
Also, we must act strictly in accordance with law, while
freeing up our thinking, making active explorations,
constantly developing and progressing, being guided by
Comarde Deng Xiaoping’s theory on building socialism
with distinct Chinese characteristics, speeding up our
development of a socialist market economy, steadily
overcoming the “leftist” ideological influence, con-
verting our thinking, and developing a stronger spirit of
development and progress, all of which will be necessary
to keep up with new conditions, learn about new issues,
and steadily improve our CPC work quality.

While the Standing Committee has achieved certain
work successes in the last five years, we are still subject to
many ideological gaps and inadequacies in comparison
to the demands placed on us by the constitution and the

JPRS-CAR-93-041
21 June 1993

law, public aspirations, and developing circumstances:
Our thinking is still not liberated enough, and we are
short on an exploring and creative spirit; we are not
sensitive enough to new conditions and issues, with our
ideology and work not keeping up with developing
circumstances; our oversight of the government, the
courts, and the procuratorate is inadequate, with our
oversight substance, limits, and forms still being
restricted mainly to hearing and considering reports, and
the force, effectiveness, and impact of our organized
people’s delegate inspections, investigations, and studies
all falling short of the demands set by the constitution
and the law; the ties among the Standing Committee and
all municipal and county (district) people’s congresses
are still not close enough, and we do not promptly sum
up and disseminate new experiences created in grass-
roots work; and our theoretical study of the people’s
congress system still lags behind our work practice. '

Fellow delegates! Liaoning’s new CPC Standing Com-
mittee is about to come into being. The new CPC and its
Standing Committee will face the new situation of a
faster pace of reform, opening and modernization, with
their reform and development tasks of the 1990’s being
both inspiring and heavy. Comrade Jiang Zemin called
on us in his report to the 14th CPC Congress to make
clear advances in the areas of developing socialist
democracy and reinforcing the socialist legal system, to
further improve the people’s congress system, to enhance
our legislative and oversight functions, and to bring the
role of the CPC into fuller play. In January 1992, the
Provincial Party Committee held an all-province CPC
working conference, summing up the experiences of
party committees at all levels in enhanced leadership of
CPC work, and setting forth CPC development missions
and directions. We hope that: the new CPC Standing
Committee will act in the spirit of the 14th CPC Con-
gress and under the leadership of the Provincial Party
Committee, by being more ideologically liberated and
having a greater spirit of development and progress; in
exercising all of its functions, such as legislative and
oversight, will act more dynamically, in order to achieve
clearer results; and will make more contributions in
further adhering to and improving the people’s congress
system and bringing the role of the people’s delegates
into full play. We are congratulating in advance the new
CPC Standing Committee for making new and greater
contributions in line with the missions and tasks set
forth by the 14th CPC Congress, to speed up Liaoning’s
pace of reform and opening, promote the development
of a democratic legal system, and push Liaoning’s eco-
nomic development and all causes to new heights in th

1990’s! -
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